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A FEw months ago, our highest class 


ot security, government bonds, went 
begging in the market, for purchasers 
at far below their actual value. Bank 
reserves were below low-water mark, 
and currency of all kinds, including the 
animadverted silver money, commanded 
a premium of from one to four per 
cent, in bank credits. Now all is chang- 
ed, and the plethora of money at the 
financial center of the nation isso great, 
tnat no present legitimate use can be 
found for a large portion of the surplus 
bank reserves Stagnation in trade, 
douptless, has much to do in producing 
this result; and also, it must be borne 
in miod that since July 1st, there has 
been a considerable increase in the na- 
tion’s stock of money, arising from gold 
imports, enlarged national bank circu- 
lation, issue of treasury notes from July 
to November, and depletion of the 
treasury balance, the latter of course, 
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increasing the amount in the hands of 
the people. 

In view of this showing, how sense- 
less the reiterated cry of the newspapers 
during the early part of last summer— 
gold exports! the treasury is losing its 
gold!! we are approaching a silver 
basis! ! the country is going to ruin! ! 
—that doubtless had much to do with 
creating the scare and spread of dis- 
trust, 

Now the treasury gold is far below 
the one hundred million point—some 
where in the neighborhood of eighty 
million dollars—and gold exports have 
recently been made, yet nobody is 
alarmed. 

The fact seems to be more thoroughly 
realized by the public now, than hereto- 
fore, that for all gold exported the 
country receives a full equivalent in re- 
turn, 

The situation desired by all isa re- 
vival of business, that will afford legiti- 
mate employment for the nation’s stock 
of money. The more speedily the 
tariff question is settled, the better for 
all concerned. A complete currency 
policy for the future, can await mature 
deliberation, in view of the prospect of 
easy money for some considerable time 
to come. 


Mr. Witiiam H. Ruawn of Phila- 
delphia, president of the National Bank 
of the Republic in that city, contributes 
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avery strong article against the repeal 
of the ten per cent. tax on state bank 
notes, and ably shows that the national 
bank system, with such amendments as 
future events may necessitate, is the 
very best system of free banking that 
the people in any state could wish for. 
Mr. Rhawn has the happy faculty of 
condensing forcible utterances into 
brief space, without sacrificing either 
clearness or thoroughness. His state- 
ment that there is an ample currency 
supply and that what is needed in the 
sections clamoring for additional money, 
is not more currency, but more capital— 
that is, more established industries and 
businesses to employ existing currency 
in exchanging commodities—in our 
opinion truthfully states the fact, and 
cannot be successfully controverted. 


AN interesting article by a Boston 
banker also appears in this issue upon 
the subject of a proper currency for the 
United States. The writer argues for 
a single, gold, standard, and suggests 
a plan for the government to issue legal- 
tender paper notes, payab’e in gold, in 
such quantity as needed for all uses. 
Only a small gold reserve would be re- 
quired and the silver stock could be 
kept on hand for the emergency of a 
short gold reserve. 

This article is written in response to 
a request for contributions upon the 


subject of our future currency, recently 


published in the JournaL. The views 
of other bankers upon the subject are 
requested. 


AN opinion of some importance has 
been rendered by the Attorney General 
of Kansas, John T. Little, upon the 
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subject ot the amenability of officials o' 
national banks, who receive money on 
deposit knowing their institution to be 
in an insolvent condition, to state laws 
that make such acts criminal. The 
statutes of many states make it criminal] 
and impose penalties upon officers of 
banks who receive deposits with know- 
ledge of insolvency, although in many 
recent cases where indictments have 
been found, convictions have been de- 
feated by reason of some defect in the 
law, or proof required. The national 
statutes, however, impose no such pen- 
alty; hence the question becomes im- 
portant—are the state statutes upon the 
subject applicable to cases of the recep 
tion of deposits by the officials of insolv- 
ent national banks in such states? The 
attorney-general of Kansas cites a num- 
ber of analogous cases, and reaches the 
conclusion from an investigation of the 
authorities that as congress has not 
legislated upon the subject, the officers 
of national banks in thestate of Kansas, 
who receive money or other property 
into their bank when they know it is in 
failing condition, are amenable to the 
criminal laws of Kansas. 


THE subject of the most improved 
method of bookkeeping for the average 
bank is one which appeals to the atten- 
tive interest of a large number of read- 
ers. Occasional mistakes in the matter 
of book entries are occurrences from 
which even the most careful are not al- 
ways exempt, and every man in a bank 
who works on the books has a keen ap- 
preciation of the attendant worry ex- 
perienced, and timeand labor lostin their 
detection, and his perception is there- 
fore on the alert to understand and avail 
himself of new or improved methods 
whereby these consequences may be 
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minimized. In our department for bank 
assistants in recent issues, have appeared 
articles by competent writers describing 
improved systems, and the advantages 
to be derived from their use. 

In the present number, Mr. Samuel 
R. Smith, president of the Far Rock- 
away Bank, Far Rockaway, New York, 
contributes a very interesting article 
upon this subject, and describes in de- 
tail the system that has been in use in 
the Rockaway bank for several years, 
which, he says, retains the best features 
of the old-fashioned ledger, and adapts 
it to the modern, economic idea of one 
book of original and final entry. This 
system, Mr. Smith informs us, has been 
developed by him after years of experi- 
ence, and has now been made the sub- 
ject of copyright. It will certainly pay 
all those interested in this branch of 
bank work to give the article in which 
it is described, a careful reading, and 
point out what, if any, objections can be 
made against it, as adapted to the neces- 
sities of the average bank. 


THE report of a recent decision by the 
federal circuit court in the city of Phil- 
adelphia will be read with interest by 
officers of all banks whose institutions 
are members of a clearing house, and 
especially in those cities where in time 
of financial pressure, aid is rendered by 
the associated banks to such of their 
number as are short of actual cash, by 
the issue to them of loan certificates or 
other money substitutes, made available 
as cash in the payment of debit bal 
ances. 

The decision holds the clearing house 


association of Philadelphia responsible 
to the receiver of the Keystone bank be- 
cause $70,000 of checks owned by the 
latter and presented through the clear- 
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ing house on the day of its failure, in- 
stead of being applied, in the ordinary 
course, to the exchange and set-off of a 
like amount of checks presented against 
it, were collected by the association, 
and ‘‘the proceeds applied to payment of 
certain due bills for balances of previous 
clearances and in payment of loan cer- 
tificates issued by the clearing house.” 

The effect of this 
court holds, was to give the clearing 
house an unlawful preference over other 
creditors to this amount of the assets of 
the insolvent bank, for which it,as trus- 
tee of the associated banks, is respon- 
sible to the receiver. 

The inquiry naturally suggested by 
this decision is whether it constitutes a 


transaction, the 


menace to the almost indispensable and 
much-commended practice of associated 
banks in money centers, of issuing loan 
certificates against deposit of collateral, 
in times of money stringency? In other 
words, in case loan certificates are is- 
sued to a member bank who subse- 
quently fails, is the payment, at face 
value, of the loan certificates to be en- 
dangered by reason of a rule of law that 
such payment will constitute an unlaw- 
ful preference? 

It would appear not, where the loan 
certificate is backed (as is always pro- 
vided for by rules governing issue) by 
ample collateral. The pledged, or sub- 
stituted, collateral behind the certificate. 
is the ample fund for its payment, and 
in collecting and applying the proceeds 
of the collateral in satisfaction of loan 
certificates to a bank that has 
afterwards failed, no decision has ever 
been made that a preference of payment 
has been gained. It will be observed in 
the case now decided that the taking 
and collection of checks owned by the 
defunct bank, presented for exchange, 
and the application of their proceeds to 


issued 
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payment of the bank’s loan certificates 
and due bills for previous balances, is 
what is declared a preference; if, in- 
stead of this, the clearing house com- 
mittee had collected the collaterals 
pledged with such certificates and bills, 
and satisfied the latter from that source, 
the decision, doubtless, 
been different. 


would have 

Ordinarily, of course, a clearing-house 
bank calls in its own loan certificates 
when money becomes easy. But should 
failure of one of these banks, having 
outstanding loan certificates, occur, the 
function of realizing upon the collateral 
would then devolve upon the clearing 
house association itself. This has been 
the experience in Philadelphia by rea- 
son of the failure of the Keystone and 
another c!earing-house bank. In recent 
Pennsylvania law reports will be found 
several cases giving judgment in favor 
of the clearing house committee against 
debtors upon bills receivable, that had 
b.en pledged with loan certificates, 

In Philler e¢ al. (loan committee of 


Philadelphia clearing house) v. Fie/d, 29 
Weekly Notes of Cases, 
tion by a debtor upon promissory notes, 


39, an objec- 


substituted for previous. collateral 
pledged by the Keystone National Bank 
upon the issue of loan certificates, that 
the transfer of the notes by the bank 
after insolvency created a preference 
and was void under the National Bank 
act, is overruled by the court, as an in- 
sufficient defense and judgment is given 
for the loan this 
point did not arise between the bank’s 


committee. True, 
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receiver, and the loan committee, but 
doubtless the contention made in that 
case on behalf of the committee that 
there was no preference created, as 
upon receiving the notes in suit th 
committee surrendered other mature 
obligations, would prevail against the 
bank’s receiver, as well, 


ATTENTION is invited to a decision by 
the supreme court of Michigan, report- 
ed in the present issue upon the subject 
of garnishment of bank deposits. It is 
a question, probably, of practical im- 
portance to a bank cashier to know 
whether a credit balance, not arising 
from actual cash deposits, but from 
paper deposited for collection 
credited as cash, is subject to garnish- 
ment by a creditor of the depositor; 
for, if so, and deposited items are sub- 


and 


sequently returned dishonored, the re- 
sult may bea balance on the wrong side 
the account. The decision 
Michigan deals with a question of this 


of from 
nature, and from it we learn that a cus 
tomer’s credit balance of some $900 is 
held not subject to garnishment pro- 
cess, where the bank had an agreement 
with its depositor that the sum of $1,000 
should always be kept on deposit, to 
cover liability on returned drafts credit 
ed xs cash, and where, subsequent to 
the garnishment, drafts amounting to 
more than the apparent credit were re- 
turned dishonored. 

This is an interesting practical point 
for bankers to take note of. 
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A PROPER CURRENCY FOR THE UNITED STATES. 


As the Journal has invited its sub- 
scribers to give their ideas as to what 
would constitute a proper currency for 
the United States, I will 
which are as follows: 

I believe there can be but one stand- 
ard in money; therecan no more be two 
than there could be two presidents of 
the United States, or two cashiers to a 
bank, Gold is now the standard the 
world over. 


offer mine 


If a nation cares for a currency sys- 
tem for use only within itsown borders, 
almost any plan would do. But if it has 
commercial other coun- 
tries its currency system is perfect only 
when it sustains its home value every- 
where. 


relations with 


Possibly if all the great nations of the 
world should agree to use silver on a 
common basis it could be made to an- 
swer the purpose of sound money. As 
the situation is now, silver can be used 
only in the relation. of its value to that 
of gold. 

Even gold money has a standard by 
which it is measured,and that is the sov- 
ereign of Great Britain; when the gold 
coin of any nation is used in commerce 
between countries its value is measured 
by the amount of gold it contains in 
proportion to that of the English sover- 
eign. The reason for this is—England 
is the world’s greatest financier. These 
facts are self evident and arise from a 
cause as natural as that which makes the 
heaviest weight sink to the lowest level. 

It is generally conceded that our na- 
tional bank currency is about as good, 
if not the best, this country ever had, 


The people would rather have paper 
money than metallic, if the former is 
just as good as the latter, and paper 
money has the advantage of being 
harder to counterfeit. 

The national bank currency is secured 
by what is thought to be the best secur- 
ity possible—the bonds of the United 
States, and it is redeemable at the banks 
in gold, hence everybody has perfect 
confidence in it. 

But at present there seems to be dif- 
ficulties in the way of national bank cir- 
culation which cannot be easily sur- 
mounted, 

Therefore my plan would be for the 
government to issue paper notes pay- 
able in gold in such quantity as needed 
for all uses. 

If the amount of currency issued by 
the government in payment of its debts 
is not sufficientfor all the business needs 
of the country, let the proper amount 
be loaned to the people through the na- 
tional banks as has been done in times 
past. 


The government is now issuing paper 
money called dollars, which are not dol- 
lars at all, and they are backed by silver 
money called dollars which are not dol- 
lars in value. The people take the paper 
dollars because the credit of the govern- 
ment gives them confidence. 


Now if the government furnishes 
credit for a quarter or more of the value 
of the dollars it might just as well save 
the expense of buying silver and making 
it into coin, and furnish credit for the 
whole amount, thus saving al] cost ex- 
cept that of making the bills. 
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As before mentioned, these bills or 
notes should be redeemable in gold and 
should be a legal-tender for every kind 
of debt, public or private in the United 
States. 

This being the case I believe but a 
very small gold reserve would be requir- 
ed, because if everybody knew they 
could turn their paper money into gold 
at any time they would not wish to do 
it. In proof of this theory is the fact 
that when the national banks had a 
large circulation outstanding and were 
ready to redeem in gold such of their 
bills as were presented for that purpose, 
the loss of the metal from their store in 
consequence was scarcely noticeable. 

But as we have already plenty of 
silver on hand it could be kept for the 
emergency of a short gold reserve, in 
which case the silver dollars should be 
changed bars and 


into pure silver 
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oftered for sale in the open market of 
the world in exchange for gold. 

Provision should also be made for the 
exchange of bills for gold when it is 
offered to the government. Very re- 
cently—while the reserve has been so 
low—the government has actually had 
to refuse to take gold from banks which 
wanted to get rid of it, because there 
were no bills it could give in return 
Truly such a condition of affairs is an- 
omalous. 

To my mind this plan would give us 
a currency that could contract or ex- 
pand easily as required and a kind that 
would be honored by all nations even 
as the Bank of England notes are, in 
fact a currency that would be as near 
perfect as possible and lasting without 
need of change. 


Go.p Bus. 
Boston, Dec., 14th, 1893. 


RULES FOR CLEARING HOUSE GOLD CERTIFICATES. 


The following rules have been issued by the 
clearing-house committee to govern the deposit 
of gold coin by the associated banksin the clear- 
ing house vaults in exchange for certificates to 
be used in settling clearing-house balances: 

Banks desiring to deposit gold coin for cer- 
tificates must notify the manager, who will ar- 
range as to the amount and time of deposit. 

Upon notice from the manager, the bank 
must deposit the gold with the assistant treas- 
urer of the United States, and take his receipt 
therefor. 

Only bags containing $5,000 standard weight, 
and one denomination, will be received. 

Claims for deficiencies will be made by the 
assistant treasurer through the exchanges. 

The receipt of the assistant treasurer must be 


exchanged at the clearing house for the man- 
ager’s receipt. 

After the gold has been counted, certificates 
will be issued on the surrender of the temporary 
receipt giveu by the manager. 

No exchange of coin received for deposit will 
be made. 


Claims against coin withdrawn from the de- 
pository must be made before 3 p. m. of the day 
following its withdrawal. 

As the receipt of gold and the issue of certifi- 
cates were determined upon in order to save the 
expense and risk of loss caused by paying coin 
at the clearing house, it is expected and desired 
that the certificates be used to pay balances, in 
lieu of coin, as far as possible. 
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THE PANIG OF 1893. 


How the Financial Institutions Weathered the Storm. 


NO. 1, 


A series of contributed articles, connected by editorial statement, comment and suggestion, de- 
signed to constitute a brief serial history of the panic of 1893 and the conduct of the banks 
during the season of pressure, and to embrace an investigation of the conditions preceding, 


and the causes of, the panic ; 
suggestions for the future. 


The panic of 1893, like a huge con- 
flagration, has spent its force and a pro- 
industrial re- 
Now that the 
the causes of the 


cess of commercial and 
building is in progress. 

depression is over, 
panic, the conditions leading up to and 
existing at the time of its inception,and 
transpiring 
during its prevalence, are fitting sub- 


the extraordinary events 


jects for investigation, study and reflec- 
tion, that profitable may be 
learned from the experiences of the 


lessons 


past, and the recurrence of such disas- 
ters be guarded against. 

The plan of this sketch is compo- 
that is, 
handed attempt to 
state causes and conditions, to chron- 
icle events, to deduce conclusions, and 
make suggestions for the future, the 
more valuable method is proposed of 
comprehending the statements and 
views of prominent bankers and other 
writers of experience upon the subject, 
so that what is lost in logical and con- 
nected statement, will be more than 
made up, by the added value of the 
product of many minds. What more 
engaging subject at the present time 
than the administration of the banks of 
New York, Chicago, Boston, Philadel- 
phia, Baltimore and other sections of 


site; instead of a _ single- 


investigate and 


a relation of events and occurrences during its progress; and 


the country, during the period of press- 
ure, and who can make a better de- 
tailed exposition of the topic, than 
the bankers themselves? Furthermore, 
upon the causes underlying the panic, 
and the weight, as factors, attributable 
to particular causes, all minds are not 
in accord, A statement and expression 
of views upon these and kindred topics, 
will be in the highest degree educa- 
tional and valuable. And last, but by 
no means least, the aid which an intel- 
ligent discussion of the occurrences of 
the last few months will afford, in the 
strengthening of weak points and the 
possible changes of methods and _ poli- 
cies to obviate like disasters in the 
future, cannot be gainsaid. 

The subject is fittingly opened up in 
the present issue, by the article of a 
representative banker, Mr. George G. 
Williams, president of the Chemical 
National Bank, and also president of 
the New York Clearing House Associa- 
tion in New York, and as such a mem- 
ber ex-officio of the loan committee of 
that institution during the performance 
of its recent weighty duties. 

Mr. Williams admirably describes the 
conditions and occurrences leading up 
to the panic, and the sources of relief, 
and discusses the question—what is 
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necessary to prevent a recurrence of the 
panic? 

This opening article will be followed 
by other contributions from writers of 
prominence, in succeeding numbers,and 
all phases of the subject will be thor- 
oughly treated, as the series progress. 


——_—_—— ee 


THE SILVER PANIC OF 1893. 


Contrasted with previous panics—A triple com- 
bination of adverse circumstances—Proposed 
bond issue—Hoarding and _ failures—Silver 
Panic followed by a commercial panic—Un- 
wise silver legislation the cause—The Meas- 
ures of relief—A survey of the tield—How to 
prevent a recurrence of the trouble. 


The recent monetary troubles through 
which we have passed and which are 
now happily ended will go into future 
financial history and be known as the 
‘silver panic of 1893." Unlike the Bar- 
ing panic of 1890, when the money 
stringency was suddenly aggravated by 
the collapse of one of the greatest houses 
the world has ever known, and unlike 
also the panic of 1857, at a time when 
excessive railroad building and the con- 
sequent absorption in railroad bonds 
and nctes of too much of the money of 
the banks and of other loaners of capi- 
tal, and when the sudden failure of the 
Ohio Loan and Trust Company ignited 
all at once the flames of distrust, the 
panic of the present year had been long 
in coming, had been a black cloud long 
lowering on the business horizon, and 
only burst upon the country when all 
conditions were ripe for its reception. 
Cautiouscapitalists perceived the danger 
in the distance as soon as the first silver 
bill was passed in 1878, and soon gave 
expression to their fears by quietly 
hoarding gold. It was currently re- 
ported and believed that the late Samuel 
J. Tilden, some years before his death, 
had sent several hundred thousand dol- 
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lars to London, and the writer knows of 
one person who in 1882, put $100,000 
aside in gold and afterwards added to 
it until he had in all $800,000 out of 
reach and risk of silver payments. Those 
were instances of large amounts ab- 
stracted from circulation by two indivi- 
duals, but who can know or estimate 
the greater number of persons and 
larger aggregate sums hoarded by the 
timid all over the country. But even if 
not absolutely hoarded, the threatened 
calamity of a silver basis was ever in 
contemplation, and all financial men of 
experience knew precisely the conditions 
needed to bring about the panic which 
finally came uponus. These conditions 
were an excessive amount of silver cir- 
culation, a depleted treasury balance, 
and above all an adverse foreign trade. 
The early part of the present year wit- 
nessed this triple combination and for- 
eign capital, alarmed like our own, 
joined the stampede of gold until seventy 
millions had been taken from our basis 
of business, 

Let us here consider for one moment 
what might zo¢ have happened, if any 
one of the three mentioned causes had 
not been present. Take the case of the 
weakened treasury. Several hundred 
millions of silver notes and as many 
legal tenders were dependent 
upon one hundred millions of the gold 
in the treasury for redemption. If the 
treasury had not been so greatly de- 
pleted—if, for instance, two hundred 
millions had been at command instead 
of one—the fear which had so much to 
do with bringing on our troubles, would 
have been allayed, and perchance the 
panic might have been delayed, if not 
averted. In the month of February 
Secretary Foster visited New York, and 
it was generally supposed he had made 
up his mind that it would be wise to 


more 
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make an issue of United States bonds 
for gold. His return to Washington 
found his superior in office adverse to 
such an issue, and nothing was done to 
allay the fears which were rapidly tak- 
ing possession of the public mind, A 
bold stand at that time and a deter- 
mined effort to strengthen the treasury 
might have been of incalculable benefit 
in warding off the calamity which sub- 
sequeatly wiped off values of several 
hundred millions of dollars. Severe 


censure has been passed in congress 


upon the New York bankers for taking 
ground at that time in favor of a bond 
issue as a selfish measure on the suppo- 
sition that they wanted to get the bonds 
for the purpose of making a profit upon 
them, but the writer is in a position to 
know that the New York banks did not 
want the bonds for the reason that they 
had no money to spare with which to 
pay for them, as all their means were 
fully employed in taking care of their 
own depositors, whose wants were pres- 
sing and in excess of the ability of the 
banks to supply. 

Accompanying the hoarding and heavy 
exports of gold, the calling in of loans 
and the falling off of deposits soon came 
failures all over the length and breadth 
of the land, of savings banks as well as 
deposit banks and commercial firms, 
and soon the panic which had been 
strictly a silver one from the fear of a 
silver basis, became also a commercial 
panic, owing to the fear on the part of 
all depositors in banks that they were 
to lose their money. Thus we had two 
panics upon us at the same time. It is 
worth mentioning as showing the strain 
upon the banks that the deposits of the 
New York city associated banks fell 
off from the highest point in 1892 to 
the lowest point in 1893 $173,000,000, 
while those of a great many banks in 
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different parts of the country fell off, 
many of them one-half and others much 
more. Let it not be forgotten that sil- 
ver was at the base and beginning of it 
all, and that this secondary phase was 
directly the result of the first. But if 
one panic was bad enough, what shall 
we say of a double one, extending over 
the whole country and involving inter- 
ests greater in magnitude than any 
ever before involved in any panic this 
country has ever seen, Let it be here 
considered that all this was the result of 
vicious legislation and an attempt to 
force fiat money upon the people. Eu- 
ropean countries do business in dread of 
panics as the result of wars, but this 
country for a dozen years had done 
business with the same fear as a conse- 
quence of a bad law. 

Thus far, a sketch of the trouble 
as itcame and restedupon us. A few 
words as to how relief came and it oc- 
curs to mention three principal sources: 

ist. The action of the New York city 
banks and banks of other cities in issu- 
ing loan certificates. 

2d. The action of the savings banks 
in requiring the 60 days’ notice of the 
withdrawal of deposits. 

3d. The calling together of congress 
by the president and the passage by the 
House of Representatives of the Repeal 
bill. 

This triple combination of resistance 
to the mad career of the giant panic 
which strode in strength over the land 
checked its career and finally brought 
us deliverance from its grasp. Had any 
one of those three sources of relief been 
absent it is impossible to tell where the 
crisis might have ended. 

The action of the New York city banks 
was heroic and noble—the institutions 
and firms which were saved from pros- 
tration can never be known; they were 
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certainly many and great. The failure 
of one bank always leads to another,and 
this again toa third, and like a prairie 
fire ends only with nothing further to 
destroy. The threatened danger from 
the withdrawalof savings banks’ deposits 
was averted before fully felt; but had it 
progressed, the amounts involved and 
the uninformed character of the deposit- 
ors might have led to riotous disturb- 
ances among the people; while if con- 
gress had not repealed the cause of the 
trouble no one can tell what might 
have occurred. All honor to those in 
Washington who boldly stood for the 
right. 

Happily the battle is now over and it 
is not unprofitable to take a survey of 
the field and do honor to those who have 
fought manfully and served usefully in 
the struggle through which we have 
passed. It certainly may be permitted 
to the writer to say a word in praise of 
the Loan committee of the clearing house 
with whom he served during all those 
dark days of trial and whom it was his 
privilege as president of the association 
to select; they did their work well and 
their names will not be forgotten in the 
current financial history of the time. As 
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to the course of the bank, with which 
the writer has for over 50 years been as- 
sociated, it is not improper to say that 
every effort was made as far as safety 
would permit to aid its own customers, 
and its loans were probably larger than 
those of any other bank in the whole 
country, reaching a total including 
the Loan certificates which it held of 
other banks of twenty-five million dol- 
lars. 

The question now arises as to what 
can be done to prevent a recurrence of 
the troubles through which we 
passed. The first thought which comes 
to mind is, let us have no further vicious 
legislation; we have had enough fiat 
money, be it paper or silver. An at- 
tempt has been made to force a sham 
dollar to circulate as a good one. It has 
been done on a large scale and has 
failed, and in doing so has ruined mul 
titudes, and has brought the country to 
the verge of destruction. Give us wise, 
honest, unselfish legislation, and let us 
have industry and frugality on the part 
of the people. With these and the favor 
of an overruling Providence we may 
surely expect to see a happy and pros- 


perous people. 


have 





CLEARING-HOUSE ASSOCIATIONS. 


THE RESPONSIBILITY OF CLEARING HOUSE ASSOCIATIONS. 


The recent decision of Judge Dallas 
in the United States Circuit Court for 
the Eastern District of Pennsylvania in 
the suit of Receiver Yardley of the Key- 
stone National Bank against George 
Philler,chairman, and other members of 
the Clearing House Association of Phil- 
adelphia, determines some interesting 
and novel questions. 

The suit was brought to recover $70,- 
005.46, the amount of certain checks on 
other banks held by the Keystone Na- 
tional Bank on the day of its failure and 
presented to the clearing house for ex- 
change. The amount of checks out- 


standing against the Keystone bank 
held by other banks and presented at 
the clearing house on the morning of the 


failure was $117,305.21. When the fail- 
ure of the bank was announced, the 
clearing house notified the banks, which 
held checks on the Keystone bank, to 
take them up by paying the cash into 
the clearing house. This was done and 
the $70,005.46 in checks belonging to 
the Keystone bank were collected by the 
clearing house and the proceeds applied 
to payment of certain due bills for bal- 
ances of previous clearances and in pay- 
ment of loan certificates issued by the 
clearing house. 

It is obvious that the effect of this 
transaction was to give to the Clearing 
House Association a preference over 
other creditors, by applying the assets 
of the bank, its own property, to the 
payment of obligations heli by the 
clearing house, while, had the checks 
been used according to the usual prac- 
tice of the clearing house to cancel a 


corresponding amount of checks drawn 
upon the Keystone bank and held by 
other banks, its debit balance would 
have been $47,029.75. By reason of the 
peculiar action of the officers of the 
Clearing House Association, the indebt 
edness of the Keystone bank was in- 
creased to $117,305.21 and its assets 
used on the day of its failure to pay the 
clearing house in preference to other 
creditors. 

It was contended by the receiver that 
the association had no right to divert 
the checks deposited by the Keystone 
bank to offset its indebtedness to other 
banks, represented by checks drawn 
upon it, and apply the proceeds upon an 
indebtedness due to the clearing house 

In his opinion, filed on November 
28th® Judge Dallas holds that the re- 
ceiver is entitled to recover. After re 
citing the facts, he gives his conclusions 
as follows: 

‘The bill in this suit was filed by the 
receiver of the Keystone National Bank 
against seven persons, who are desig- 
nated as being the clearing house com- 
mittee of the Clearing House Associa. 
tion of the Banks of Philadelphia. It 
prays that said Clearing House Associa- 
tion be decreed to deliver to the plain- 
tiff certain checks or to pay to him the 
amount collected thereon. 

‘‘The disposition that was made of the 
surplus of $70,005.46 was not warranted 
by the agreement or by the practice and 
course of dealing of the parties. The 
checks were deposited for a single spe- 
cial purpose, and therefore for no other 
object was there, or could there be, any 
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right or set-off, equity of lien attached 
to them; and the application of any part 
of their proceeds to the payment of any 
indebtedness of the Keystone bank, 
other than the balance of $47,029.75, 
wads violative of the law, in that it wasa 
disposition of assets of an insolvent 
bank, so as to work a preference and 
with the manifest intention of producing 
that result. It is alleged in the bill and 
admitted by the answer that the defend- 
ants ‘form and constitute the clearing 
house committee of the Clearing House 
Association of the banksof Philadelphia, 
and sue and are sued as such,and under 
the articles of association adopted by 
and covering said association, are given 
and entrusted with the entire charge, 
care, management and control of the 
clearing house affairs and transactions 
and the custody and control of the funds 
and securities belonging to or deposited 
with it.’ 

‘*This is in itself sufficient to support 
a suit against them as representative of 
the whole body; it is sufficient thatSuch 
a number of the proprietors are brought 
before the court as may fairly represent 
the interests of all, where those interests 
are of acommon character and respon- 
sibility. 

‘‘The further contention that this suit 
should be against the parties who repre- 
sent the $70,005.46; that is to say, 
against those to whom the Clearing 
House Association paid the money,is in 
my opinion palpably unsound. The as- 
sociation was placed in possession of 
the preperty of the Keystone bank. 
They disposed of it. They received the 
proceeds and they applied them. To the 
extent that this application was unlaw- 
ful they must answer forit. The re- 
ceiver of the Keystone bank demands 
that the Clearing House Association 
shall turn over assets of that bank to 
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him. They reply that they have dis. 
posed of them and have used the money 
thereby obtained; and having failed to 
show that they have lawfully used it, he 
is clearly entitled to hold them respon- 
sible. He cannut be required to look to 
those, to whom the Clearing House As 
sociation has in violation of the statute, 
transferred the assets of the insolvent 
bank.” 

The determination of these questions 
is important in view of the fact that the 
rights and liabilities of clearing house 
associations are seldom brought to the 
attention of the courts. The failure of 
the Keystone National Bank occurred 
on the 2oth of March, 1891, but the con- 
troversy between the receiver and the 
clearing house of Philadelphia has only 
just been decided. 

The action of the clearing houses of 
New York and Boston in issuing loan 
certificates during the recent paniccalled 
forth some criticisms that the banks 
were inventing a substitute for money 
and all decisions relating to clearing 
houses will be read with interest. 

The comptroller of the currency, in 
his annual report just published, has re- 
ferred in terms of approval to the plan 
of clearing house loan certificates, on the 
ground that they were used simply to 
pay balances at the clearing house, thus 
enabling the banks to use their available 
cash for the aid of banks through the 
West and for their own customers. 

The extraordinary powers of the clear- 
ing houses and the volume of their tran- 
sactions would almost lead to the belief 
that they were beyond the realm and 
jurisdiction of the courts, but the deci- 
sion above outlined shows that they are 
governed by the ordinary ruiesof equity. 


GeorceE C, Lay. 


New York, December 6, 1893. 
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STATE BANK NOTES. 


THE DANGERS INVOLVED IN THE PROPOSED RETURN TO THEIR ISSUE, 


I venture the following expression of opinion 
upon the questions submitted to me by the 
Journal: 

1. This cry from the South and West as to 
the need of additional currency—is it well 
tounded? 

As a whole, the country seems to be well 
supplied with currency of all kinds—better 
than ever before—and now that the crisis has 
passed and hoarding of currency has ceased, it 
is flowing to the great money centres, where it 
is already in superabundant supply at low rates 
of interest, and national banks that took out 
and issued additional circulating notes during 
the stringency are retiring them for the want of 
profitable use. Much of the currency thus con- 
centrating at the money centres is from the 
South and West. where it is supposed to be 
needed, but if it be so needed there where the 
rates of interest are higher, why does it not re- 
main, instead of flowing to the money centres 
where the rates of interest are lower? Does not 
this show that what is needed in the South and 
West is not more currency, but more capital? 
For whatever the South and West have to sell 
that the rest of the world needs, they may now 
command in currency all their products will 
fetch. If Richmond, or Charleston, or Savan- 
nah, or New Orleans want currency for tobacco, 
or cotton, or sugar, or rice, they can get it in 
«bundance. If Kansas City, or Omaha, or 
Minneapolis, or Duluth want currency for beef, 
or pork, or wheat, or flour, they, too, can get it 
in abundance. But for new operations, such as 
buying town lots and farms and building towns 
and railroads, they need capital first, and with 
the capital they can now readily obtain all the 
needed currency. Capital is timid, and has not 
only been badly frightened, but severely hurt, 
in the recent crisis, and until confidence fully 
returns with the gradual revival of business and 
general recuperation from the disastrous results 
of the crisis, capital will not readily enter upon 
new enterprises. 

2. Would the increase of national bank circu- 
lation to par of the bonds deposited meet any 
need of that kind? 

If there is not sufficient profit at the present 
price of United States bonds in taking out 90 
per cent. of their par value in circulation to in- 
duce existing national banks to take out circu- 
lation to the extent permitted by the law, or 
even to keep out what they have, there must be 
still less inducement for capital to organize new 
national banks in the South and West and else- 
where with a view to making a profit from the 
issue of circulation. Of course, if the law per- 
mitted circulation to the extent of the par of the 


bonds to be obtained and issued, there would 
be a greater inducement for existing national 
banks to take out more circulation and for cap- 
ital to organize new ones; but as national banks 
cannot live upon circulation alone, but need de- 
posits for their profitable existence, they would 
not at any time be organized to any great ex- 
tent, except where they could reasonably ex- 
pect to receive deposits. Banks may, and do, 
profitably exist without circulation, but not 
without deposits. 

3. Is any such extension as that involved in 
state bank issues demanded? 

It is impossible to conceive of this country 
ever going back to anything like the ante- 
bellum system of state banking,under which we 
would have the ten thousand or more banks of 
the country operating under the varying laws 
of forty-four states, and issuing for the most part 
unsecured circulating notes of half a dozen dit- 
ferent denominations and of different designs, 
and thus flooding the country with notes of fifty 
thousand different designs, all liable to be 
counterfeited, altered, and raised to an indef- 
inite extent, so that it would be impossible for 
even the most expert to know at sight but a 
comparatively small number of the genuine 
issues of sound banks, while ordinary persons 
would become completely bewildered with the 
multitude of genuine and spurious issues of 
banks of all kinds, good and bad, fraudulent 
and broken, with the best at varying rates of 
discount when but a short distance from the 
place of issue or redemption. Business could 
not now be conducted under such a system,and 
after being for a generation educated to the use 
of a uniform national bank currency, of which 
not more than five or six denominations and de. 
signs, engraved in the highest style of art, are 
in circulation, and with which all persons are 
so familiar that the successful circulation of 
counterfeits is nearly impossible. the people 
would not tolerate a return to the vtterly ab- 
horrent system that went out with the imposi- 
tion of the Io per cent. tax upon its issues, and 
which it is now sought to repeal. Therefore, if 
state banks of issue are to be revived by the re- 
peal o* the tax, it would seem that in order to 
secure the general circulation of their notes at 
par they must (1) be absolutely secure; (2) be of 
few denominations, each of uniform design; 
and (3) be redeemable in lawful money of the 
United States at the place of issue and at some 
central point or points of redemption. These 
three prerequisites to general circulation at par 
can only be obtained through uniform state 
laws, operating through national law. The na- 
tional law would necessarily prescribe the terms 





490° 


under which the states could authorize banks of 
issue, which law should provide for the propor- 
tion of circulation to capital; the character, 
amount, and place of deposit of security for 
such circulation; the denominations and uni- 
form designs of the circulating notes and the 
provisions for their issue and redemption and 
ultimate retirement; and for the proper exam- 
ination of the banks. Under such a system as 
this greater latitude might possibly be safely al- 
lowed as to the character of securities to be de- 
posited to secure the circulation of banks than 
is now provided for the security of the notes of 
national banks, provided that the prompt re- 
demption of the issues of the banks of each 
state be guaranteed by the state to the United 
States, which would guarantee the noteholders 
as it now does the holders of the national bank 
notes. With this single exception of possibly 
greater latitude being permitted as to the char- 
acter of the securities that might be deposited 
to secure circulation, with the guarantee ~/ the 
State, there appears to be nothing to be gained 
by a change from the present national system 
to a joint mixed national and state system as 
here outlined. It does not seem that banking 
with a secured circulation could possibly be any 
more free than at present under national law. 
Under it any five reputable citizens may organ- 
ize a bank anywhere upon complying with the 
reasonable provisions of the law, and at present 
the supply of United States bonds appears to be 
ample to permit of the organization of national 
banks wherever there is business enough to 
justify their existence, and such supply seems 
likely to continue for an indefinite period, and 
the indications are that it will be increased; but 
should the time come when such bonds would 
not be in sufficient supply for the purpose, 
greater latitude as to the character of the se- 
curities to be deposited to secure the notes of 
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national banks might then be safely provided 
for by suitable amendments of the national law. 
The people of the country are not prepared to 
see the destruction of the national banking sys- 
tem, under which, for thirty years, they hay: 
had an absolutely secure and uniformcurrency, 
which would follow the repeal of the tax upon 
state bank issues. Were the question to be su)- 
mitted to them they would demand the prese: 
vation of the present national system with a’! 
needed improvement that may be obtained from 
time to time through well considered amend- 
ments. One improvement suggested by the 
crisis would be the legalization of the partia! 
suspension of currency payments by solven! 
banks during a monetary stringency or crisis, 
and the authorization of such paymentsthrough 
clearing houses, and other like transfers of 
bank credits; and with such amendment of the 
law as will permit the expansion of currency 
during periods of stringency through the opera- 
tion of bank clearing houses, and the contrac- 
tion of such currency when the period of string- 
ency has passed, in my opinion the present na- 
tional banking system would be infinitely better 
than any state system possible to devise. 

The American Bankers’ Association, which is 
composed of national, state, and private banks, 
trust and other monetary institutions, at its 
convention held last year at San Francisco, 
after an exhaustive discussion of the subject, 
unanimously adopted the following: ‘Resolved, 
That the sense of this convention is that state 
bank note issues for money are neither safe 
nor desirable.” At the recent convention of the 
association at Chicago this unanimous action of 
the previous ccnvention was allowed to stand 
without change or modification, as embodying 
the matured sentiment of the association, 

WiLuiaM H. RHawn. 

National Bank of Republic, Philadelphia. 


PROPOSED STATE BANK CIRCULATION IN VIRGINIA. 


A bill has been introduced in the Virginia 
legislature providing for the organization of 
state banks of circulation based upon Virginia 
state bonds asa security for the circulation. 
The act is to take effect when the United States 
statute imposing a tax of 10 per cent. on the 
circulation of state banks is repealed. 

In towns and villages the capital stock is to be 
not less than $10,000 and in cities not less than 
$50,000. At least 50 per cent. of the capital 
stock shall be paid in before the banks shall be 
authorized to commence business. The banks 


shall at all times be prepared to pay out 5 per 
cent. of their deposits in federal money,ineither 
treasury notes or coin. This provision will, its 
author claims, enable depositors to use checks 
on said banks in any part of this country or 
Europe without question. One object of the law 
is to afford a ready market for Virginia state 
bonds, and to cause the interest to be paid to 
the people within the state who may hold the 
bonds under the operation of the bill, instead of 
going, as the interest does now, to parties out- 
side the commonwealth. 
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CURRENT LEGAL DECISIONS. 


ces department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences theydisclose are likewise worthy the careful attention and study of the merchant, 


ieh depositor, and the bank student seeking advancement. 


herein, will be furnished on application. 


Further information regarding any case published 


APPOINTMENT OF NATIONAL BANK RECEIVERS. 


COMPTROLLER’S DISCRETION ABSOLUTE, AND NOT REVIEWABLE BY ‘FHE COURTS. 


Washington Nat. Bank of Tacoma v. Eckels, Comptroller of the Currency, et al., U. S. 
Circuit Court, D. Washington, W. D., August 29, 1893. 


1. The power vested in the comptroller of the cur- 
rency by act June 30, 1876, r9 Stat. 63, authorizing him, 
whenever he becomes satisfied of the insolvency of a 
national bank, to appoint a receiver, is discretionary; 
and his decision as to such insolvency, for the purpose 
of such an appointment, is final, and not reviewable 
by the court. 

2. The right to put a national bank in voluntary 
liquidation, given to stockholders by Rev. St. § 5220, 
does not affect the right of the comptroller to appoint 
a receiver under the act of June 30, 1876. 

3. Nor does the provision of the act of 1876, provid- 
ing that, after the receiver has had charge of the bank 
long enough to pay all its debts, the stockholders may 
select an agent to take charge of such assets as re- 
main, limit the power of the comptroller to take ac- 
tion before the bank ceases to doa banking business. 

4. Section 1 of the act of 1876, authorizing the ap- 
pointment of a receiver by the comptroller to “close 
up” a national banking association, contemplates the 
liquidation and final winding up of the business of 
the bank, not the mere closing of the bank, and does 
not limit the power of the comptro'ler to take action 

»efore the bank has closed its doors, 


In equity. Bill by the Washington 
National Bank of Tacoma for an injunc- 
tion to restrain James H. Eckels, the 
comptroller of the currency, and a bank 
examiner appointed by him as agent, 
from proceeding, after the bank had, 
pursuant to a vote of more than two- 
thirds ot its stockholders, gone into 
voluntary liquidation, to take possession 
of the assets of the bank for the purpose 
of putting the same in charge of a re- 
ceiver. The defendant, Charles Clary, 
bank examiner, interposed a plea in bar, 
alleging that the comptroller of the 


currency, after due examinition, being 
satisfied that the bank was insolvent, 
had ordered him to take charge of the 
bank, for the purpose of turning the 
same over to a receiver, to be appointed 
pursuant to the act of June 30, 1876, 
(Supp. Rev. St. 2d Ed., 107.) Hearing 
on exceptions to the plea for insufficiency. 
Plea sustained. 

Hanrorp, District Judge, (orally). In 
the case of the Washington National 
Bank against the comptroller of the cur. 
rency, pending at Tacoma, I regard it 
as a great hardship that the comptroller 
of the currency should deem it neces 
sary to interfere in the settlement of the 
business of the bank by the officers and 
means which have been chosen by the 
bank’s stockholuers, directors and cred- 
itors, and which are satisfactory to 
them, especially in view of the uncon- 
tradicted averment in the bill that the 
bank is able to meet all of its obliga- 
tions, and willing to do so, and intend- 
ing to do so, and that it is proceeding 
as well as it can to liquidate—that is, to 
pay, and close up its business. Now, 
regarding it as a hardship, I have en- 
deavored, in reflecting on the case, to 
bring my mind to the conclusion that 
the court may lawfully interfere by issu- 
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ing an injunction to restrain the appoint- 
ment of a receiver, but the result has 
not been satisfactory. 

In 1876 congress passed a law which 
in terms, gives the comptroller of the 
currency the right to appoint a receiver 
whenever he becomes satisfied, after an 
examination, that a national bank is in- 
solvent. The power thus vested in the 
comptroller of the currency is discretion- 
ary, and I think the rule holds good in 
this case, as in others, that where the 
head of a bureau in one of the uepart- 
ments of the government is clothed with 
discretionary powers, and authority toin- 
vestigate facts and act upon his con- 
clusions, his conclusions as to the facts 
are final, and not reviewable by the 
courts; so that the decision of the 
comptroller of the currency in this case, 
that the bank is insolvent, is to be taken 
as a finality. It is equivalent to the 
fact, whether the bank is really insolvent 
or not, so far as to authorize the exercise 
of the comptroller’s power to put the bank 
in the hands of a receiver. Section 5220, 
Rev. St., gives the stockholders the 
right, by a two-thirds vote, to put the 
bank in voluntary liquidation. But there 
the law, so far as it gives the stockhold- 
ers or officers of the bank any rights, 
ceases. It simply declares that they 
may, by vote, go into voluntary liquida- 
tion, and then the duty devolves upon 
them to give certain notices,—give no- 
tice to the comptroller, and give notice 
to everybody by publication. But I 
am unable to find in that provision any- 
thing to control this later act of con- 
gress, vesting the comptroller with 
power to appoint a receiver to take 
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charge of a national bank when he be- 
comes satisfied that it is insolvent. The 
same statute of 1876 provides when the 
stockholders may choose an agent to 
take charge of the business of a bank in 
liquidation; that is, after the receive: 
has had charge of it long enough to pay 
all its debts, and after its debts have ai! 
been paid, then the stockholders can se- 
lect an agent to take charge of what re- 
mains of the assets. Now, all that 
seems to indicate that the comptroller, 
as the head of the bureau having charge 
of the national banks of the United 
States, and representing the government, 
so far as it has any interest, and repre 
senting the creditors and stockholders, 
is vested with power to take charge of a 
bank, and appoint a receiver, whenever 
certain conditions exist, and I do not 
think that this power is limited to cases 
in which his action may be taken before 
the bank has ceased todo a banking 
business. The words ‘‘close up,” used 
in the statute, mean the liquidation and 
closing up of the business of the bank, 
not the closing of the bank, It is evi- 
dent from the manner in which these 
words are used that it relates to the final 
winding up of the business. All that 
the receiver is required to do, the only 
service he can render, is in transacting 
the business that has to be done after 
the bank is closed, and it certainly never 
was intended by the use of these words 
to indicate an intention to limit the 
power of the comptroller to taking ac- 
tion before the bank has closed its 
doors. These are my conclusions in the 
matter, and I shall therefore sustain the 
plea. 
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COLLECTION BY INSOLVENT BANK. 


DEPOSITOR HELD ENTITLED TO SHARE AS A GENERAL:-CREDITOR ONLY. 


Gordon Vv. Rasines, Superior Court of New York City, Special Term, September, 
1893. 


Where notes deposited with a bank for collection 
are paid, and the proceeds are credited to the deposit- 
or’s account, the transaction creates only the ordinary 
relation of debtor and creditor between the parties, 
~~ on the day after the notes were paid the bank 

ailed. 


Application by Gordon (a depositor) 
to compel Rasines, as receiver of the 
Canal Street Bank, to pay over the pro- 
ceeds of certain notes collected by the 
bank. 

McApaM, J. The petitioner, a depo- 
sitor with the Canal Street Bank, prior 
to June 5, 1893, deposited with it for 
collection three notes, falling due on 
that day. The notes were collected and 
were on the same day passed to the peti- 
tioner’s credit in like manner as checks 
deposited and collected on that day 
would have been passed. The transac- 
tion created nothing more nor less than 
the ordinary relation of debtor and 
creditor between the parties, and the 
bank had the right to mingle the funds 
collected with its own, a privilege it no 
doubt exercised. The petitioner is con- 
sequently left with the like remedies 
possessed by other depositors, and has 
no higher equities or claim to favor, 
The fact that the bank did not open the 
following day (June 6th), and subse- 
quently passed into the hands of a re- 
ceiver, does not change the legal result 
declared. The petitioner must therefore 
come in with the other creditors for his 
share of whatever dividend may be paid. 
If the petitioner’s money had reached 
the bank subsequently to June sth, a 
different question would have arisen. If 
the petitioner had not been a regular 


depositor, controlled by bank customs, 
and the bank had undertaken some spe- 
cific duty respecting the collections, 
with a special agreement. to return to 
him the specific moneys collected, no 
title to the moneys would have passed 
from him, but such is not this case, for 
the petitioner, as a regular depositor, 
was only to be credited with the pro- 
ceeds of the collection, that he might 
draw against the same as he might have 
drawn against the proceeds of checks 
deposited in like manner. The ques- 
tion, in the form presented, approaches 
the border line between two rules, but 
the division is so well defined that there 
is no trouble in determining which side 
it is on, Or in selecting the rule which 
controls. See Morse, Banks, (3d Ed.) 
§ 248, and cases cited. Application to 
compel receiver to pay over denied, 
without costs. Motion denied. 


Soliciting Business as Savings Bank. 


Construction of New York statute. 


People v. Binghamton Trust Co., Court of Appeals of 
New York, October 3, 1893. 


Laws 1882, c. 409, § 283, making it 
unlawful ‘‘to advertise or put forth a 
sign as a savings bank, or in any way to 
solicit or receive deposits as a savings 
bank,” does not forbid the carrying on 
of a business substantially as that of a 
savings bank, but it only forbids the 
conducting of such business under a 
claim or pretense of being a savings 
bank. 20 N.Y Supp. 179, affirmed. 
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GARNISHMENT OF BANK DEPOSIT. 


DEPOSIT BALANCE NOT SUBJECT THERETO WHERE DEPOSITOR UNDEK 
AGREEMENT TO KEEP ON DEPOSIT A LARGER AMOUNT TO COVER LIABILIT\ 


ON 


RETURNED DRAFTS; AND WHERE, ALSO, DRAFTS, CREDITED AS CASH 


SUBSEQUENTLY DISHONORED AND RETURNED, IN EXCESS OF APPARENT BAI 


ANCE. 


In garnishment against a bank, it appeared that de- 
fendant had been accustomedto deposit with the bank, 
drafts drawn on customers, and receive credit, there- 
for on account, and it was agreed that, if any drafts 
were dishonored, the bank should charge them back 
to defendant; he at all times keeping acertain amount 
on deposit to cover such returned drafts. When pro- 
cess was served on the bank, defendant had an ap- 
parent credit on the account, but, before trial, drafts 
drawn by defendant, amounting to more than his ap- 
parent credit, were returned unpaid, e/d, that gar- 
nishee was not hable. 


Action by Henry M. Rice, adminis- 
trator of the estate of John W. Nelson, 
deceased, against Charles W. Gauthier, 
defendant, and the Third National Bank, 
garnishee. Plaintiff had judgment, 
and the garnishee brings error, Re- 
versed. 

Montcomery,J. The plaintiff brought 
suit against one Charles W. Gauthier, 
and garnished the defendant bank. The 
bank, by its officers, made disclosure 
that at the date of service it had $979. 23 
on deposit in favor of the principal de- 
rendant, and also that the principal de- 
fendant was indebted to the bank for 
discounts largely in excess of the sum 
named, and that,therefore, the bank was 
not indebted to the principal defendant. 
An issue was formed, and the case tried 
before a jury. The cashier of the bank, 
Mr. Marvin, was called as a witness,and 
gave testimony tending to show that on 
the day of the service of the writ of gar- 
nishment there appeared a credit of 
$979.23 to Gauthier on the books of the 
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bank, but that at the time of opening 
the account it was agreed that Mr. 
Gauthier should be privileged to de- 
posit drafts drawn on his customers, and 
receive credit for them on account, but 
that, if any of these drafts were not ac- 
cepted, the bank should be entitled to 
charge back the amount of such dishon- 
ored paper to the account, The testi- 
mony further tended to show that it was 
agreed between Gauthier and the bank 
that the sum of $1,000 should at al! 
times be kept on deposit to cover the 
liability on the returned drafts; that at 
the time of the service of the writ there 
was in the hands of the bank, or its cor- 
respondents, drafts amounting to $3,000 
and upwards,and that subsequently,and 
before trial, drafts amounting to more 
than the apparent credit to Gauthier 
came back unpaid. The circuit judge 
on this testimony directed a verdict for 
the plaintiff. 

In this we think there was an error. 
It was competent for the parties to make 
the agreement testified to, and, if it be 
the fact that Mr. Gauthier was under 
obligations to maintain a balance of $1,- 
000, to cover liability by returned drafts, 
he could not himself have maintained an 
action against the bank on the day of 
its garnishment, if the bank had refused 
to honor his check. If he could not 
have recovered against the bank, the 
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garnishee plaintiff could not do so. 
Karp v. Bank, 76 Mich. 679, 43 N. W. 
Rep. 680. The process was effectual to 


stop payment, and make the bank liable 
to plaintiff, instead of Gauthier; but, as 
the testimony tended to show that the 
amount on hand was subsequently more 
than offset by returned drafts charged 


against the account, there was, if the 
testimony shows the true state of the 
case, no liability, The judgment will 
be reversed, with costs, and a new trial 
ordered. 


Lone, J., did not sit. 
tices concurred. 


The other jus- 


CERTIFICATES OF STOCK FORGED AND NEGOTIATED BY PRESI- 
DENT OF CORPORATION. 


WHEN COMPANY NOT BOUND TO PLEDGEE OF CERTIFICATES 


Manhattan Life Insurance Company v. Forty-Second and Grand Street Ferry R. Co., 
Court of Appeals of New York, October 3, 1893. 


1. The president of acompany took a biank certifi- 
cate of stock, signed by a former president, since de- 
ceased; dated it back seven years; forged the signa~ 
ture of the then treasurer, also deceased; signed his 
own name, as the then secretary and transfer agent; 
and filled in his own name as stockholder. This in- 
strument he used as collateral in obtaining a loan. 
Held, that all three signatures being in law forgeries, 
his office as president clothed him with no such appar- 
ent authority asto make the company liable on the 
certificate. 


2. The president of a company, offering a certificate 
of stock therein as collateral fora loan to himself indi- 
vidually, does not bind the company by his represent- 
ations that the certificate is genuine. 19 N. Y. Supp. 
jo, affirmed. 


Appeal from supreme court, general 
term, first department. 

Action by the Manhattan Life Insur- 
ance Company against the Forty-second 
& Grand Street Ferry Railroad Com. 
pany for money loaned to one Eben S. 
Allen. From a judgment of the general 
term affirming a judgment dismissing 
the complaint, plaintiff appeals. Af- 
firmed. 


MaynarpD J. In September, 1888, 
Eben S. Allen, the president of the de. 
fendant, a domestic railroad corporation, 
forged a certificate of 100 shares of its 
stock, of the face value of $10,000, and 
pledged it as collateral security to the 
plaintiff for a personal note of $6,500 
which he then obtained. Default was 
made in the payment of the debt, and 
the plaintiff seeks to make the defendant 
liable for the amount of the loan, which 
is less in amount than the value of the 
stock, if it had been a genuine issue, 
and which represents the loss of the 
plaintiff by the fraud of the defendant's 
president. The certificate bore date 
November ro, 1881. At that time John 
Green was president, Charles Curtiss 
treasurer, and Allen secretary and trans- 
fer agent of the defendant company. 
The certificate was one of the engraved 
or printed forms used by the defendant, 
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which had been cut from its blank cer- 
tificate book in 1881, and signed in 
blank by Green, and left with the other 
officers of the company at a time when 
he was to be absent from the office for 
some months It was intended for con- 
venient use incase a stockholder desired 
1o transfer his stock in the president’s 
absence, and to have a new certificate 
issued to the transferee. Allen obtained 
possession of it, and kept it in his pri- 
vate drawer until 1888, when he filled 
up the blanks, dating it November 10, 
1881, inserting his own name as stock- 
holder, forging the name of Curtiss as 
treasurer, and signing his own name as 
transfer agent. Green ceased to be 
president, in April 1883, and at the same 
time Curtiss ceased to be the treasurer. 
Allen was secretary and transfer agent 
from 1868 to April 1888, and treasurer 
from 1883 to April 1888, when he be- 
came president, and Ralph J. Jacobs be- 
came treasurer, and Charles P. Emmons, 
secretary and transfer agent. When 
Allen issued the certificate, in Septem- 
ber, 1888, both Green and Curtiss were 
dead, and every name attached to it 
was in a legal sense forged. While the 
signatures of Green and Allen were gen- 
uine, they were not then the officers of 
the defendant, which the certificate rep- 
resented them to be, and the act of 
making and uttering the instrument was 
a forgery as to all the names written 
thereon, under sections 519 and 522 of 
the penal code. 


It is thus very plain 
that as president, in 1888, Allen had no 
authority, either actual or apparent, to 
issue the certificate of stock upon which 


this action is brought. The company 
had not invested him with any power as 
its then president, to participate in the 
creation of certificates bearing date 
seven years previous. The authority 
which he possessed in 1881, as secretary 
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and transfer agent, had then ceased to 
exist; and no state of circumstances has 
been suggested or can be conceived 
under which he was empowered to coun 
tersign the certificate as transfer agent 
in 1888, and antedate it as of the time 
when he held that office. 

The rule which imposes a liability upon 
the principal for the unauthorized acts 
of his agent is founded upon public pol 
icy, and is well defined. It is limited to 
cases where there was an apparent au 
thority to do the act in question, and it 
appeared to have been done in the course 
of his employment as agent, and was 
within the scope of his general powers. 
None of these grounds of liavility have 
been shown here. The agency did not 
exist in 1888, which was necessary in 
order to deprive the principal of the 
right to disclaim responsibility for the 
unauthorized act. With respect to the 
creation of certificates bearing date of 
1881, he was as destitute of authority 
as if he had been a stranger to the cor- 
poration. He not only could not issue 
them, but he could take no part in their 
issue, or do any act required by law or 
by the by-laws essential to give them 
validity. When he issued such a certi- 
ficate in his own name, he was not ap 
parently acting within the scope of any 
general authority conferred upon him by 
the corporation, The defendant cannot 
justly be held liable for the misuse of a 
power which it meyer created. This 
case has no feature in common with the 
Fifth Avenue Bank against the same de- 
fendant, 137 N. Y. 231, 33 N. E. Rep. 
378. There Allen, at a time when he 
was treasurer and transfer agent, and 
invested with authority in both capaci 
ties to sign, coumtersign, and seal valid 
certificates of stock, forged the name of 
the president to a certificate, and issued 
it to a confederate, who negotiated a 
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loan upon it at the bank, which, before 
receiving it, caused inquiry to be made 
at the office of the defendant, and was 
informed that the certificate was gen- 
uine. Allen was there acting within the 
scope of his apparent authority, and 
whether the certificate had been actually 
signed by the president, and was issued 
in the regular course of the administra- 
tion of the affairs of the company, were 
facts peculiarly within his knowledge, 
and the countersigning and issue of the 
certificate in due form was a represent- 
ation by him that these conditions had 
been complied with, and that the facts 
existed upon which his right to act de- 
pended. Here there was a total lack of 
delegated power to Allen to clo a single 
lawful act in the issue of the certificate 
in the form in which it was presented to 
the plaintiff. There was no negligent 
or wrongful use by him of any authority 
derived from the defendant. It was a 
willful and criminal act, perpetrated for 
private gain, and not connected with the 
exercise of any official authority, or sem- 
blance of authority, which he possessed 
as the defendant’s agent. 

The plaintiff insists that there is an- 
other ground upon which a recovery is 
permissible. When Allen made the loan, 
and pledged the forged certificate, he 
represented to the plaintiff that it was a 
genuine certificate of the stock of the 
corporation; and, as he was then its 
president and chief administrative officer, 
the claim is made that the defendant is 
bound by his representations. This ques- 
tion, in its general bearings, was dis- 
cussed at great length by counsel in the 
Fifth Avenue Bank case, but we refrain- 
ed from considering or deciding it, be- 
cause not necessary to the decision of 
the case, and we do not think that it is 
involved in the present appeal. Allen, 
when he negotiated the loan, was not 
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engaged in the transaction of the de- 
fendant’s business, or in the discharge 
of any duty imposed upon him by the 
defendant. The declarations of an agent 
are only admissible against his principal 
when made as a part of a transaction 
undertaken in behalf of the principal, or 
in the performance of the duties of his 
agency. First Nat. Bank of Lyons v. 
Ocean Nat. Bank, 60 N. Y. 278. Or, as 
is sometimes stated, the representations 
of the agent, when not expressly auth- 
orized by the principal, must, in order 
to bind him, be within the scope of his 
agency, which is but another form of 
expressing the same proposition. TZrust 
Co. v. Beebe, 7 N. Y. 364. But without 
determining what are the duties of the 
officers of a corporation, when called 
upon to respond to the inquiries of in- 
tending purchasers of the stock, there is 
sufficient reason why the plaintiff cannot 
avail himself of the representations of 
Allen in regard to the genuineness of 
this certificate. They were made in a 
private and personal transaction, under- 
taken for his individual benefit, and so 
understood by the plaintiff. The plain- 
tiff knew that Allen, in the negotiation 
of the loan, was not acting as the officer 
or agent of the defendant, or in its be- 
half, and that his personal interest in 
the transaction might lead bim to betray 
his principal. It is an old doctrine, 
from which there has never been any de- 
parture, that an agent cannot bind his 
principal, even in matters touching his 
agency, where he is known to be acting 
for himself, or to have an adverse inter- 
est. Stone v. Hayes, 3 Denio, 575: Bent- 
ley v. Insurance Co., 17 N. Y. 423; Claflin 
v. Bank, 25 N. Y. 293; Wilson v. Rail- 
road Co., 120 N. Y, 145, 24 N. E. Rep. 
384; Moores v. Bank, 111 U. S. 156, 4 
Sup. Ct. Rep. 345; Farrington v. Rail- 
road Co., 150 Mass. 426, 23 N. E. Rep. 
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109. The plaintiff in such a case as- 
sumes the risks of the agent’s disloyalty 
to his trust, and has no occasion for 
surprise when ke discovers that the 
agent has served himself more faithfully 
than his principal. The learned trial 
judge correctly decided when he held 
that, under the proofs, the certificate of 
stock was not admissible as evidence of 
the defendant’s liability, and dismissed 
the complaint; and the judgment and 
order appealed from must be affirmed, 
with costs. All concur. Judgment ac- 
cordingly. 


Status of Irregular Indorser in Ne- 
braska. 


Held a joint maker. 


Salisbury et al. v, First Nat. Bank of Cambridge City, 
Supreme Court of Nebraska, October 17, 1893. 


A person other than a payee, who 
signs his name in blank upon the back 
of a promissory note at the time of its 
execution, and before its delivery tothe 
payee, is, as to a subsequent bona fide 
holder for value, liable 
joint maker. 


thereon as a 


Attachments against National Banks 

Cannot be issued from state courts before final judg- 
ment, and bank’s bond to dissolve, and judgment 
thereon, void. 


A settled poi~t of law frequently overlooked by zeal- 
ous attaching creditors. 


Planters’ Loan & Sav Bank v. Berry, Supreme Court 
of Georgia, February 13, 1893. 


The supreme court of Georgia, re- 
versing the city court of Richmond, 
holds in this case: 

The statute of the United States pro- 
hibits seizure of property belonging to 
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national banks (irrespective of whether 
they be solvent or insolvent) before final 
judgment, by virtue of any attachment 
issued under a state law, and returnable 
to a state court. Any such seizure is 
therefore void, and a bond given by a 
national bank to dissolve such attach. 
ment, served by summons of garnish- 
ment, is also void. The giving of such 
bond is not an appearance in the attach- 
ment case so as to make valid a judg- 
ment entered up on the bond in that 
case against the bank and the sureties 
executing the bond. The judgment is 
wholly void; and an affidavit of illegal- 
ity, made and filed by one of the sure- 
ties in resistance to a levy upon his 
property under an execution founded 
on the judgment, must be sustained. 
The judgment being wholly void for 
want of jurisdiction in the court render- 
ing it, affidavit of illegality is a proper 
defensive remedy. 
(Syllabus by the court.) 


Set-off against Insolvent National 
Bank. 


Depositor’s right of set-off declared. 


Adams v. Spokane Drug Co., Circuit Court, D. Wash- 
ington, E. D , October 7, 1893. 


In an action by J. H. Adams, receiver 
of the Citizens’ National Bank of Spok- 
ane Ralls, against the Spokane Drug 
Company, upon a promissory note, the 
following opinion was rendered: 

HanrorpD, District Judge. Thisis an 
action by a receiver of a national bank 
upon a promissory note for $5,000, given 
to and owned by said bank. The an- 
swer alleges that the amount of the loan 
for which said note was given was not 
actually paid, but was credited by said 
bank to the defendant as a deposit sub- 
ject to check; that thereafter the de- 
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fendant purchased of said bank three 
bills of exchange on the Chase National 
Bank of New York, for sums aggregat 
ing $3,500, and paid for the same, by 
checks against said deposit; that the 
bills of exchange were presented in due 
course of business, but acceptance there- 
of was refused, for the reason that the 
drawer had failed; that, at the time of 
the suspension of said bank, part of said 
deposit still remained to the credit of 
the defendant; that, before the action 
was commenced, the defendant tendered 
to the receiver said bills of exchange, 
and a sum of money equal to the full 
amount of tne principal and interest due 
on said note, after deducting therefrom 
the balance of said deposit and the 
amount of said bills of exchange, with 
protest fees, and the tender has been 
made good by bringing said bills of ex- 
change and money into court. The sus- 
pension of the bank and appointment of 
the receiver occurred before the mat@r- 
ity of the note. The case has been ar- 
gued and submitted upon a demurrer to 
said answer. 

In the case of Scott v. Armstrong, 146 
U. S. 499, the supreme court held that 
the receiver of a national bank took the 
assets as a mere trustee, and not as a 
purchaser for value; that in the absence 
of a statute to the contrary, demands 
and choses in action which belonged to 
the bank were in his hands, subject to 
all claims and defenses that might have 
been interposed as against the bank be- 
fore the liens of the United States and 
the general creditors attached; and that 
there is nothing in the statutes relating 
to national banks to deprive a customer 
of an insolvent national bank of the right 
to set off a debt, or obligation of the 
bank to him, existing at the time of its 
failure, against a promissory note which 
did not become due unt! after the fail- 
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ure, according to the ordinary rule in 
equity applicable to cases wherein the 
reciprocal liabilities of insolvents and 
others have to be adjusted,and the judg- 
ment of the United States circuit court 
for the southern district of Ohio was re- 
versed for errorin sustaining a demurrer 
to a defense similar to the one pleaded 
in this case. 

I should have no difficulty in reaching 
a satisfactory conclusion, harmonious 
with the reasoning of that decision, were 
it not for the fact that in the sane opin 
ion the learned chief justice argues that 
the statute of Ohio, allowing a set-off 1o 
be interposed as a defense in an action 
at law, is not applicable as a rule of 
practice in the federal courts; and he 
makes the following emphatic annuncia- 
tion: 


* We are of the opinion that the circuit court had no 
power to grant the set-off in question in the suit at 


law. 


The reason given is that ‘‘legal and 
equitable claims cannot be blended to- 
gether in one suit in the circuit courts 
of the United States, nor are equitable de- 
fenses permitted.” In England the right 
to set-oft a debt due to adefendant from 
the plaintiff in an action at law is given 
by St. 2 Geo. II, c. 22, $ 13, and made 
perpetual by 8 Geo. II. c. 24, $4 Most 
of the states of the union,if not all,have 
long ago enacted similar Jaws. We have 
such a statute in the state of Washing- 
ton. ‘The practice has prevailed in the 
courts of this country, state and federal, 
for so long, and has been so often sanc- 
tioned by the supreme court of the 
United States,that the right of a defend- 
ant having such a defense to avail him- 
self of it would seem to be firmly estab- 
lished. 2 Pars, Cont. 734; Partridge v. 
Insurance Co., 15 Wall, 573; Dushane v. 
Benedict, 120 U. S. 630. In the case last 
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cited, Mr. Justice Gray shows that the 
Pennsylvania law of set-off has been in 
force nearly two centuries. In Scoft v. 
Armstrong the supreme court reversed 
the judgmentof the circuit court for not 
allowing the set-off pleaded by the de- 
fendants in that case, and approved the 
decision of the circuit court for the east- 
ern district of Pennsylvania in the case 
of Yardley v. Clothier, 49 Fed. Rep. 337, 
which was an action like the one at bar, 
and in which a similar defense was sus- 
tained. Considering what was done, 
notwithstanding what was said by the 
supreme court, I feel warranted in fol- 
lowing Yardley v. Clotater. 

The demurrer is therefore overruled, 
and, the plaintiff having elected to stand 
upon his demurrer, a judgment in favor 
of the defendant for costs will be entered. 


Notice to Bank. 


Not inferrable by reason of fact that one person 1s d1- 
rector both of bank and of indorsing corporation— 
Individual liability of corporate officer on note. 


Casco Nat. Bank of Portland v. Clark et al., Court of 
Appeals of New York, October 3, 1893. 


1. The fact that a director in a bank 
discounting a note is also a director in 
a corporation, payee of the note, is not 
sufficient to charge the bank with know- 
ledge of equities between the parties. 

2. A note in form as follows, ‘‘We 
promise to pay,” etc., and signed ‘“‘C , 
Treas.,” and ‘‘C., Prest.,”” and with the 
words ‘‘Ridgewood Ice Company” 
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printed across the end, is the personal 
and individual obligation of the signers. 


Notice to Bank. 


President's knowledge of equities must be acquired 
in officiai capacity. 


Merchants’ Nat. Bank of Gardner v. Clark et al, Court 
of Appeals of New York, October 3, 1893. 


1. To charge a bank discounting a 
note with the knowledge of the president 
of equities between the parties it is 
necessary that the knowledge should 
have come to him in his official capacity, 
and because of a necessity for him to 
inquire and know the facts in behalf of 
the bank. 

2. Admissions of directors of the bank, 
subsequent to the discounting of the 
note, as to their knowledge of equities 
between the parties, are inadmissible to 
bind the bank. 


Sale of Property in Hands of Piedgee. 
What constitutes a sufficient delivery. 


Freiberg et al. v. Boehm er al. (First Nat. Bank of 
Denver, Intervener), Supreme Court of Minnesota, 
September 7, 1893. 


The court holds in this case: 

When, at the time of a sale or trans- 
fer, personal property is in the hands of 
one who has a lien upon it, notice to 
him of such sale or transfer is sufficient 
to constitute a delivery, as against sub- 
sequent attaching creditors, 
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DEPARTMENT FOR BANK ASSISTANTS. 


Designed to embrace matters of especial interest to tellers, bookkeepers and employees in subordinate positions, 
and conducted with their co. operation. 


A MODEL SYSTEM OF KEEPING BANK ACCOUNTS. 


By Samuel R. Smith, President, Far Rockaway Bank, Far Rockaway, New York. 


Considerabie interest in the subject 
of bank bookkeeping is manifest in the 
recent articles by Wm. Howcroft of 
Plattsburgh and Will L. Welch of Bos- 
ton, (See Department for Bank As- 
sistants, Oct. 15 and Nov. 1, BANKING 
Law JoURNAL.) In these very interest- 
ing articles both writers show cleariy 
the superiority of the present improved 
methods of keeping accounts over the 
old fashioned journal and ledger,or cash 
book and ledger, system—superiority 
not only in point of economizing time 
and book space, but especially in the 
enforcement of a daily or weekly proof 
of the depositors’ ledger. Under the old 
system the business might and would 
run on from day to day and week to 
week, and even into months, and the 
work actually proved only on the notion 
of the cashier that it was time to have a 
general ‘‘round up.” And how often 
would the ‘‘round up” show some error 
in the work! And how often were odd 
spells of weeks and sometimes months 
consumed before the error could be lo- 
cated and cleared up! Bank clerks are 
not infallible and mistakes will be made. 
How important then that the system of 
keeping the accounts be such that mis- 
takes must be discovered at least week- 
ly, and the inconvenience of making 
excuses and explanations to depositors, 
and to directors and examining com- 
mittees reduced to a minimum, Any 


banker who has used the old-fashioned 
system any length of time can give in- 
stances of the annoyance and inconveni- 
ence occasioned by slips and errors in 
posting and checking. It is unnecessary 
to enumerate here. 

Objections may be raised to any sys 
tem. Mr. Howcroft seems to advocate 
a system dividing the active from the 
inactive accounts, which is no doubt a 
great saving of labor, as the majority of 
banking institutions have only two hun- 
dred active accounts to seven hundred 
inactive. Mr. Welch’s Boston system 
seems impracticable where the book- 
keeper’s time is spent in carrying tor- 
ward daily balances of six to eight hun- 
dred names that have not changed, be- 
sides writing in eight hundred toa thou- 
sand names in transferring toa new sec- 
tion of the book every two weeks or 
month according to the number of short 
leaves used. If no short leaves are used 
this work must be done weekly and thus 
becomes a nuisance. When printed 
names are used, however, the difficulty 
is largely obviated Another objection 
which applies equally well to the system 
advocated by Mr. Howcroft is the fact 
that one must turn back so many leaves 
to see the balances of a certain account, 
except, as Mr. Howcroft suggests, a spe- 
cial book is kept for that purpose. But 
a special book means extra labor. 

This departure from the upright debit 
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and credit columns has been stated by 
one writer to be the principal reason 
why conservative bankers do not fall in 
with the new methods. A cashier or 
president wants to see at a glance the 
debit, credit and balance of an account, 
and so they continue the dangerous and 
laborious, and therefore expensive, post- 
ing from the original entry in a journal 
to the old style ledger. Our Rockaway 
system is unique inthis respect. We not 
only post direct into our ledger and 
prove the entire business weekly, but 
have the upright debit and credit col- 
umns for a period of seven weeks, Our 
ledger open on the desk is about two 
feet by three, like the Boston ledger, 
and has the names alphabetically ar- 
ranged across the top, five to a page, so 
that ten accounts are open before you 
atatime. The checks are entered in 
detail in one column, total debits in the 
next space and credits in the next. The 
date is in a column at the extreme left. 
At the close of each week, six days, the 
accounts are all added in pencil and the 
difference between the debit and credit 
of each account placed in black or red 
ink at one side and at right angles to 
each account in a space provided and 
specially ruled forit. Then turning the 
book quarter round these balances are 
added at the sideof each leaf,ten names, 
taken off on slips, red inks deducted, 
and the grand total must be the amount 
due depositors as shown by the general 
ledger. Each day’s work is proved by 
taking off on little books kept for the 
purpose the debit and credit totals of 
each account and comparing with the 


teller’s book, which shows that the 
items have been entered correctly. Our 
bookkeepers also ‘‘call back for names” 
to be sure that an amount that proves 
has not been entered under the wrong 
account—a mistake more likely to occur 
in the Boston system on account of hav- 
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ing names so closely printed or written. 
In this way our debit and credit footings 
are the same as the pass book, and when 
our ledger balance doesn’t agree with 
the pass-book balance, we know at a 
glance whether itisa deposit not enterec 
in the pass book, as so frequently hap 
pens, or whether it is a misplaced check 
This we consider perhaps the strongest 
point in our system. After making 
careful inquiries from other bankers | 
find their experience is the same as ours, 
that as many as five out of twenty books 
will not balance the first time; then 
comes a hunt for the omission, which, 
under any of the improved systems may 
be a debit or credit item, impossible to 
tell without a hunt and checking process 
and turning of many leaves. Our book- 
keeper knows at once which side footings 
disagree, and almost at a glance locates 
the difference. So here we save what 
the present improved systems lose. That 
is, we retain the best feature of the old- 
fashioned ledger and adapt it to the 
new, modern, economic ideas of one 
book of original and final entry and en- 
forced weekly proof. 
What are the objections? Let some 
one else point them out. We have been 
over the ground carefully and after an 
experience of several years our book- 
keeper could not be induced to change 
to the Boston or any other of the pres 
ent economic and excellent systems, so 
far brought before the banking fraternity. 
For large city banks with many active 
national bank customers, requiring du 
plicate accounts at the close of each 
month, our system might be considered 


inferior to White’s, in use at the Chase 
National and National Bank of the Re 
public in New York city, but for the 
great majority of banks, city and coun- 
try, where duplicate accounts are not 
used, it seems to me our system would 
be found superior. 
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ARE NATIONAL BANKS AMENABLE TO STATE LAWS PENALIZING 
THE RECEPTION OF DEPOSITS WITH KNOWLEDGE 
OF INSOLVENCY ? 


AN IMPORTANT OPINION BY THE ATTORNEY GENERAL OF KANSAS, 


Topeka, Kan., Dec. 6.—Hon. George 
W. Scott, County Attorney, Winfield, 
Kan., Dear Sir: Your letter of Novem- 
ber 22 received. I have been consider- 
ing this question for some time, review- 
ing authorities and the United States 
statutes and United States decisions. I 
have before me the Revised Statutes of 
the United States, second edition, 1878, 
and section 5209 reads as follows: 

‘‘Every president, director, cashier, 
teller, c erk or agent of any association 
vo embezzles, abstracts or willfully 
misapplies any of the moneys, funds or 
credits of the association, or who with- 
out authority from the directors, issues, 
or puts in circulation any of the notes of 
the association, or who, without such 
authority, issues or puts forth any cer- 
tificate of deposit, draws any order or 
bill of exchange; makes any acceptance; 
assigns any note, bond, draft, bill of 
exchange, mortgage, judgment or de- 
cree; or who makes any false entry in 
any book, report or statement of the as- 
sociation with intent in either case to 
injure or defraud the association or any 
other company, body politic or corpo- 
rate, or any individual person, or to de- 
ceive any officer of the association or any 
agent appointed to examine the affairs 
of any such association, and every per- 
son who with intent aids or abets any 
officer, clerk or agent in any violation 
of this section shall be deemed guilty of 
a misdemeanor and shall be imprisoned 


not less than five years nor more than 
ten years.” f 

This section is the one which pre 
scribes the punishment for the violation 
of chapter three of the act regulating 
the banking business which was passed 
June 3, 1864. You willreadily perceive 
by an examination of this section that 
it does not provide for the punishment 
of an officer who receives money into 
the bank when the officers thereof know 
that it is in failing circumstances. There 
seems to be no provision in the United 
States statute for the protection of that 
large class of depositors whom the law 
of Kansas was enacted to protect. Hence, 
you will see that under this section a 
national bank may receive the money of 
depositors when it knows that it is in 
failing circumstances and is insolvent 
and must shortly close its doors, there- 
by causing loss to such depositors, This 
section provides no punishment for that 
class of cases. If the officers of a na. 
tional bank receive deposits when they 
know the bank is in failing condition, 
unless such officers are amenable to the 
state criminal statute, there is no pun- 
ishment. Now, I think it is well settled 
by the authorities under this very sec- 
tion of the United States statute that 
where the United States statute does not 
prescribe a punishment for the things 
which are made criminal by a state stat- 
ute that the state statute is applicable 
and the officers of a national bank may 
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be prosecuted under such state statute. 

I call your attention to 97 Massa- 
chusetts Reports, on page 50, a part of 
the syllabi of which reads as follows: 
‘‘The offense of fraudulent conversion 
by an officer or person in the employ 
ment of a bank incorporated under the 
laws of the United States and located in 
Massachusetts of property of individuals 
deposited in such bank is not punishable 
under any existing law of the United 
States, and the courts of the common- 
wealth have jurisdiction thereof, under 
its general statutes.” The court, in the 
body of the opinion, says: ‘‘An exami- 
nation of the United States statutes 
leads us to the conclusion that the of- 
fense charged in this indictment hasnot 
been made punishable by any act of con- 
gress. The enactments cited on behaif 
of the defendant punish the embezzle- 
ment of the property of national banks, 
but not of the property of individuals 
deposited with and in the custody of 
such banks.” 

I think the court very clearly holds in 
this case that state courts have jurisdic- 
tion to punish the officers of national 
banks for the violation of a state statute, 
when by act of congress there is no pro- 
vision for the punishment of the same. 

In 116 Mass., page 1, the court says: 
**Making the embezzlement of the funds 
of a national bank by one of its officers 
a misdemeanor does not interfere with 
the jurisdiction of the state courts over 
larcenies committed upon the property 
of a national bank by one of its officers. 
The fact that a person who has stolen 
property belonging to a national bank 
is an officer of the bank and subject to 
punishment for embezzlement under the 
United States statute does not relieve 
him from his liability to punishment by 
the same act asa larceny at common 
law or under the statutes of the state.” 


LAW JOURNAL. 


I call your attention particularly to 
volume 13, Northeastern Reports, in a 
case decided by the supreme court of 
Illinois, November 11, 1887, Hoke vs. 
People. In this case the supreme court 
clearly holds that the state court has 
jurisdiction to punish, and is not in con 
flict with the provisions of the United 
States statutes. 

In 34 Connecticut, page 280,the court 
holds that where an act of congress 
creating a corporation provides a pun- 


ishment to be inflicted upon any officer 


of the corporation who embezzles its 
property, it is not competent for the 
state legislature to make the same act 
an offense against the laws of the state; 
but where an act of congress creates a 
corporation within the state and author- 
izes it in general terms to pursue the 
business of banking, itis competent for 
a state legislature to protect the bank 
and those who deal with it in that busi- 
ness, by suitable penal enactments. 
Such an enactment is not predicated on 
and has no relation to any law of con- 
gress or offense created thereby. 

In 94 Pennsylvania, the court holds 
that a teller of a national bank may be 
convicted in a state court upon an in- 
dictment charging him with fraudulent 
ly making false entries, reports and 
statements of the bank with the intent 
to injure and defraud said bank; the of- 
fense thus charged was forgery at com- 
mon law. 

You will also see that in 101 Mass. the 
court holds that where congress has es- 
tablished a corporation and prescribes a 
punishment for a violation of the par- 
ticular acts connected therewith, that it 
does not. preclude a state from protect- 
ing its own citizens who deal with that 
corporation. 

The conclusion which I have reached 
from an investigation of these authori- 
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ties is this; that congress has not pre- 
scribed a punishment of the officials of 
a national bank who receive money or 
property into a bank when they know it 
is in failing circumstances, and that by 
reason thereof the officers of the nation- 
al bank who receive money or other 
property into their bank when they 
know it is in failing condition are amen- 
able to the criminal laws of Kansas. 

I am inclined to the opinion that the 
fact that the bank is in the hands of a 
receiver is immaterial. I had an oppor- 
tunity to investigate this matter when I 
was prosecuting attorney for Johnson 
county in 1882, when John Harris, who 
was then doing a banking business (not 
national bank) in Olathe, Johnson 
county, Kan., failed. I had filed acom- 


plaint against him and the case was 
tried on change of venue in Kansas City, 


A SUCCESSFUL BANK. 

The ‘‘ Buffalo Commercial” of December 5th, 
publishes the following paragraph: 

‘‘It is true that the City Bank began busi- 
ness under exceptionally bright conditions— 
very attractive offices in the apple of Buffalo's 
eye, a board of directors of high standing, a 
trained banker of great ability for president and 
manager, who drew about him an able staff— 
butstill the phenomenal success already achieved 
by the bank was almost beyond anticipation eight 
months ago. 

From the third statement of the bank, issued 
on November 28th, about eight months after its 
doors were first opened, its deposits are found to 
be $1,171,227.72. This gives the City Bank a 
standing ahead of thirteen of the twenty-two 
commercial banks in the city. 

In these few months in the face of a financial 
depression that was very marked, but now 
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Kan. We occupied some twenty-four 
days in the trial of the case, and every 
conceivable proposition was litigated, 
and the bank during all this time was in 
the hands of a receiver and it was clearly 
shown that Harris had received money 
and other property into the bank when 
he knew that it was in failing condition 
and that a loss had occurred to such de- 
positors. In order to determine whether 
there is or has been a loss to the depo- 
sitors this must be determined by the 
liabilities of the bank and its assets. If 
the assets of the bank will not pay its 
liabilities dollar for dollar when the 
bank failed,then under the provisions of 
the Kansas statute there is a criminal 
liability. Very truly yours, 


Joun T. Lirtte, 


Attorney General. 


happily departing, such progress is remarkable. 
Certainly it speaks in the clearest possible way 
of the confidence reposed by the people in the 
management of the City Bank.” 


* * * 


DECISION AS TO KANSAS MORTGAGES. 

In a decision handed down by the supreme 
court it is held that the mortgage redemption 
law passed by the last legislature does not apply 
to mortgages or contracts made prior to the 
passage of the act. The decision does not touch 
upon the validity of the law itself, although 
there are cases pending in which the constitu- 
tionality of the act is to betested. The law isa 
Populist measure, and has had the effect of mak- 
ing it difficult to procure loans on real estate se- 
curities, because of the obstac!es placed in the 
way of foreclosure. 
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THE CHEMICAL NATIONAL BANK OF NEW YORK. 


The Chemical National Bank is the most 
famous of all American banking corporations. 

Alone among American banks the Chemical 
has that attribute of absolute impersonality 
which pre-eminently distinguishes the Bank of 
England. True democratic feeling could not 
tolerate the exercise in this country of any such 
arbitrary power as is possessed by the British 
institution, but in other respects, save only the 
enormous aggregation of capital, the Chemical 
is the peer of the Bank of England. The latter 
enjoys no more implicit faith on the part of the 
public than the former, nor does the English 
bank keep more rigorously within the delimita- 
tions of its sphere as a banking machine. In 
view of its past successful history and its policy 
of aggregation, it is not extravagant to predict 
for some future day, a capital for the Chemical 
rivalling in amount that of the mighty trans- 
atlantic engine of finance; while with respect to 
stability and permanence, the Chemical may 
even be said to give greater promise, if that be 
possible, for, unlike the Bank of England, its 
fortunes are not entangled with those of the 
government. 

The Chemical Bank has such a distinct indi- 
, viduality and its past career has been crowned 
with such great success, that a brief account of 
its progress and of some of those peculiarities 
which have contributed so largely to its present 
fame and prosperity, cannot fail to interest the 
reader. Its stock commands a greater price in 
proportion to its par value than any other bank 
stock in the world. It has the greatest surplus 
and undivided profits of any bank in the coun- 
try. It has by far the largest amount of indi- 
vidual deposits of any bank not paying interest. 
It pays the largest percentage of dividends on 
its par value of any financial corporation. The 
Chemical bears the honored distinction of being 
the one financial institution that never suspend- 
ed specie payment during the war of the Rebel- 
lion, and redeemed its every promise in gold 
So remarkable has been its prosperity, that to. 
day its yearly dividends amount to I50 per cent. 

Its career and results attained speak well for 
the advantages and possibilities of progress af- 
forded by our country; and especially for the 
ability of those who have managed and guided 


this great ship of finance to its present pros- 
perous condition. 

The Chemical Bank originated in 1824, being 
organized under a state ¢harter as ‘* The Chem- 
ical Manufacturing Company,” with banking 
privileges. The name arose from the fact that 
some ot the leading men in the enterprise were 
connected with the drug trade. The charter 
expired in 1844, and throughthe efforts of Peter 
and Robert Goelet a capital of $300,000 was 
subscribed, and February 24, 1844, the business 
of the Chemical Manufacturing Company was 
taken over by the Chemical Bank. John Q. 
Jones was the first president, and remained in 
that office until 1878. He was surrounded by 
some of the wealthiest and most influential mer- 
chants of New York as directors, shareholders 
and depositors, among them, Alexander T. 
Stewart, John David Wolfe, Joseph Sampson, 
C. V. S. Roosevelt, Robert McCroskrey, and 
Japhet Bishop. These men, representing the 
strength of the dry-goods and hardware trades, 
brought their own business to the bank and at- 
tracted many others to it. Its stability in the 
midst of panics and financial disturbances was 
also influential in securing for the Chemical 
large individual and corporate deposits. The 
New York Central railroad was one of the earli- 
est customers and has continued the relation to 
the present time. The conservatism of the 
management and the strict adherence to legiti- 
mate banking methods are generally recognized, 
and its enormous individual deposits are se- 
cured without the payment of a penny of inter- 
est. When the Chemical Bank was organized, 
the gross deposits were $600,000, In 1857, they 
had increased to $1,156,000; in 1861, to $3,241,- 
000; and in 1872, to $6,002,000. In 1878, when 
Mr. Williams became president, the gross de- 
posits increased to $11,400,000; in 1884, to $16,- 
204,000; in 1885, to $23,280,000; and in Novem- 
ber 1893, to the enormous sum of $29,500,000. 

In a statistical table lately prepared of the 
gross profits of various banks, it was shown 
that during the last year the earnings of the 
Chemical Bank were larger than those of any 
other bank in the city of New York, or the 
country. The net amount of the Chemical’s 
earnings for the year was $828,000, or 276 per 
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cent. on the capital, leaving, after payment 
of dividends of 150 per cent., an addition of 126 
per cent. to profit and loss. 

The Chemical Bank now has undivided pro- 
fits of $1,300,000, in addition to its nominal 
capital of $300,000 and a surplus of $6,000,000. 
It keeps about $8,000,000* in specie and legal- 
tender notes and does not exercise its privileges 
as a bank of issue. It has the best line of de- 
posits in New York city and therefore in the 
country, most of those having accounts with it 
being wealthy firms, corporations and indivi- 
duals. Hence it is impossible to conceive of its 
being overthrown. Its first dividend was paid 
in 1849, five years after its reorganization, being 
at the rate of 12 percent. per annum, which 
was increased to 18, then to 24 per cent, ad- 
vancing in 1863 to 36 per cent., in 1867 to 60 
per cent., in 1872 to 100 per cent., and in 1888 
to 150 per cent. perannum. The shares of the 
bank, based on $100 par value, have sold as high 
as $4,980 each, the quotations varying from that 
sum to $4,500 a share. The Chemical’s first 
banking house was on Broadway, opposite St. 
Paul’s Chapel, occupying part of the site of the 
present Park Bank. In 1850 it moved to and 
occupied its present site at 270 Broadway. , In 
1872 a lot on the rear extending through to 
Chambers Street was purchased, the extension 
furnishing additional room at the rear of the 
original building, and in 1888 another building 
on Chambers Street was acquired, and a spa- 
cious addition made to the bank quarters. 

During the recent financial disturbance and 
atatime when the clouds were darkest, the 
Chemical National Bank, in common with some 
other New York city banks. aided the importa- 
tion of gold from Europe at a total cost to itself 
of about $35,000 paid in rremiums, 


MR. GEORGE G, WILLIAMS, PRESIDENT. 

Mr. Williams was born in East Haddam, 
Connecticut, in 1826. The family is of Welsh 
origin and was founded in this country by 
Robert Williams, about the time of the landing 
of the Pilgrims, Of this family was Roger 
Williams, the founder of Providence and presi- 
dent of Rhode Island from 1654 to 1656. More 
than thirty members of the family held commis- 
sions in the Continental armies during the 
Revolution, and many others have distinguish- 
ed themselves in other pursuits. The subject of 
this sketch was the second child of Dr. Datus 
Williams, a successful practitioner who stood 
high in society and professionally for upwards 

*At present, $10,500,000. 
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of forty years in East Haddam, Conn. He 
grew up in his native place and received a care- 
ful training and education, partly at the hands 
of his parentsand partly at the village academy. 
He was a studious boy and chose law as a pro- 
fession, but was induced to abandon the idea by 
a patient of his father’s, Mr. Jones, whose 
brother was cashier of the great Chemical Bank 
of New York, and who offered to procure a 
place for young Williams under him in the bank. 
Accordingly he came to New York and entered 
the bank in December, 1841, becoming assistant 
to the paying teller, a position he speedily 
proved himself worthy and competent to fill. 
By the time he was twenty he had developed 
such a capacity for work that the position of 
paying teller, becoming vacant, it was unhesi- 
tatingly conferred upon him. It may be said to 
his credit that he was the youngest person in 
this city similarly employed. In 1855 he was 
appointed cashier, and upon the death of Mr. 
John Quentin Jones on January rst, 1878, Mr. 
Williams was elected president of the bank, 

Under his wise and prudent management its 
prosperity has suffered no check and its future 
has become assured. Mr. Williams is of a 
modest and retiring disposition, although he 
unquestionably ranks among the ablest finan- 
ciers of his time. His administration of the 
office of president of the New York clearing 
house association during the late financial 
stringency was notably able and effective, and 
attracted the attention of the whole country. 
Through the wise action of Mr. Williams and 
his colleagues, the spread of the panic to much 
more serious proportions was averted, and the 
masterly way in which it was brought under 
control and finally subdued has earned for the 
committee appointed by Mr. Williams unstinted 
praise. 

Although one of the busiest of men, as presi- 
dent of the Chemical Bank, Mr. Williams does 
not neglect his duty to society or to religion. 
He is a member and vestryman of St. Bartholo- 
mew’s Protestant Episcopal Church on Madison 
avenuc. He is also one of the governors of the 
Lying-in Hospital and a director in numerous 
financial corporations, including the Union 
Trust Company of New York. 

Mr. William J. Quinlan, Jr., the cashier of the 
Chemical Bank, has filled that office since 1878. 
The board of directors consists of George G. 
Williams, James A. Roosevelt, Frederic W. 
Stevens, Robert Goelet and Wm. J. Quinlan, Jr. 

JoHN RoMAN. 
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ACCOUNTANTS’ 


DEPARTMENT. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 
ions upon, matters of law involved in various branches of accountancy. Cases bearing upon the management 
and distribution ot trust estates and property are published under this head. These are of importance to 
trust companies, bankers, and all others charged with the management of trust property; as well as to ac- 
countants employed to investigate trusts, make reports, and assist in the rendering of accounts. 


THE ACCOUNTANT IN THE UNITED STATES. 


““Our New President.” 


Cortributed by Frank Blacklock, Expert Accountant, Baltimore, Md. [sth Article] 


Bank presidents seldom die, and never 
resign, but it does sometimes happen 
that a new man is elected to the position 
of president, and for a little time this 
gentleman is known about the bank as 
‘*‘Our New President.” If ‘‘Our New 
President” has risen from the ranks, 
through various positions, to be cashier, 
and from that important office has been 
called to the chief position in the gift of 
the directors, these few suggestions 
from an accountant’s standpoint will not 
be of much practical use. From his past 
experience, he will be weil acquainted 
with the clerical workings of the bank, 
and if there is any financial weakness or 
rottenness, the blame for which may rest 
upon himself, ‘‘Our New President” will 
be the last one to suggest an examina- 
tion that will likely lead to any digging 
up, but will be well satisfied to let a 
sleeping dog sleep on. On the other 
hand, suppose ‘“‘Our New President” 
has been selected on account of his pre- 
vious record as a senior, intelligent, in- 
fluential, or wealthy director, with no 
snecial technical knowledge of the inside 
workings of the bank. Toa thinking 
man, on assuming so responsible a posi- 
tion, the thought will naturally suggest 


itself, is thisinstitution, over whose des- 
tinies I am now called to preside, really 
as strong financially as the published 
reports and balance sheets that are regu- 
larly presented to (dut never analyzed by) 
the board of directors, would seem to 
indicate? or is this only a bank in name, 
with the heart and vitals eaten out by 
years of incompetent management or 
criminal wrongdoing, and will I some 
day realize too late that 1 have been 
worked into my position, fooled and 
finally madea scapegoat and lose all that 
is dear to the leaders of the financial 
world? In one of the most prominent 
financial magazines in the world this 
phrase formed the basis of an able edi- 
torial: 


“Growing out of the failure of the Madison 
Square Bank in New York city and the facts 
that have subsequently come to light as to the 
insufficient and unsafe character of the security 
on which many of the loans were made, the 
Grand Juryin New York city have arraigned the 
state banking department, asserting that ‘ex- 
aminations by the examiners as now made are 
clearly insufficient and misleading, and that 
some radical change should be made in the sys- 
tem.’” 


And the daily newspaper reports of 
embezzlements, gross incapacity, and 
misplaced confidence all indicate to 
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‘*Our New President” that his soliloquy 
is not without some reasonable founda- 
tion, and naturally his idea will be to 
have his bank examined; now, how will 
that examination be conducted? By 
the farce of a committee of the direct- 
ors, or ina ‘‘penny wise and pound fool- 
ish” manner, as the history of so many 
broken banks show their fro forma ex- 
aminations to have been? or should he 
have the bank examined carefully, hon- 
estly and thoroughly by a public ac- 
countant, on whose fidelity he can with 
safety rely? fur when the accountant 
has made his report, the fee charged 
will be fully earned in the peace of mind 
that ‘‘Our New President” will have for 
balance of his term as president. 
Having deputed the examination to a 
public accountant he will proceed some- 
what as follows: On the morning of the 
day succeeding the day on which the 
weekly balance sheet ot the bank has 
been taken, the public accountant and 
his assistant, will come in, be introduc 
ed to the board of directors, cashier and 
clerks, and proceed with the examina- 
tion, by first having the bank’s balance 
sheet carefully copied into his blank 
book, and proceed to analyze every ac- 
The paying teller’s accounts 
should be certified by an actual count of 
cash and verification of all vouchers,and 
this officer, as well as every other clerk 
in the bank, should be required to start 
a new account book, and the book that was 
formerly in use should be placed in the 
custody of the examining accountant. 
Shortages, embezzlements, defalca- 
and overdrafts (or 


count. 


tions all may 
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do) lie buried in old ledgers and books 
of account, but these same cancers can 
hardly work into new clean books, under the 
eye of an experienced accountant. 

The receiving teller’s accounts should 
then be verified. Then the general led- 
ger should be taken up and accounts 
with other banks balanced and checked 
up by letters; the individual ledgers 
verified with the customer’s pass books 
as balanced, and the loans of the banks 
listed, with names of indorsers, collat- 
erals deposited, and memoranda in full 
detail. 

An examination of this kind will take 
some time and be somewhat expensive, 
and will be something that few banks 
have ever had, but if more banks were 
submitted to such an examination, at 
least at times, many an incipient defal- 
cation would be nipped in the bud and 
many bad debts saved; the ‘‘hush up” 
policy would be exploded and the presi- 


dent and board of directors would really 
know something of the bank’s condition 
before the public would have it through 


the newspapers. The cost of such ex- 
aminations and new account books with 
the cost of extra clerical force thrown 
in would have about the same relation 
to the bank, as the cost of a salvage 
corps has to the fire insurance company 
or of the policeman to the citizen at 
large, and there is no doubt in my mind 
that some who read this article will in 
time to come say: ‘“‘I wish I had fol- 
lowed the suggestions it contains,” but 
then it will be too late, and a new ad- 
ministration will do what should have 
been done; and so the world goes on. 
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REFORM IN RAILROAD AND CORPORATE ACCOUNTS. 


Proposed Stock Exchange Requirement of Independent Audit. 


John H. Davis & Co., bankers, New 
York, in a recent circular, advert to the 
subject of reform in railroad methods 
and corporate accounts as an imperative 
need, and call upon the stock exchange 
of that city to make the requirement of 
audited accounts an invariable rule for 
those whose stock is ‘‘ listed.” The 
circular, which is a cogent and power- 
ful one, is headed 


‘A VITAL NEED.” 


It says: The paramount importance 
of the silver issue has, for a time, thrust 
other financial and business topics to 
the rear, but there is another factor in 
the situation of nearly equal moment to 
the entire community, and where a re- 
form is as imperatively demanded. In be 
half of that reform, every conservative 
man or body should be as earnest and 
as persistent as they have been in the 
fight for honest money and the national 
credit. 

National honesty and credit are essen- 
tial to national prosperity; the same 
principles which apply to that national 
issue apply to corporate management as 
well. Distrust of the first has paralyzed 
the business of the country; distrust of 
the last has weakened the market for 
stocks and bonds, and entailed un- 
told losses upon honest and deluded in- 
vestors. Incompetence, mismanagement 
and speculation on the part of those en- 
trusted with responsible positions in 
railroad, manufacturing and trading 
concerns have wrecked properties and 
reputations. Misleading reports have 
induced purchases which _the actual 


facts have not warranted. Glowing state. 
ments of prosperity have too often been 
but the precursers of early bankruptcy. 
The mysteries of railroad bookkeeping 
are beyond the intelligent ken of an out- 
sider. The intricacies of accounts are 
utilized to confuse the minds of men. 
The president of a corporation, now in 
a receiver’s hands, has been quoted to 
show how a certain very large amount 
might be used in the accounts in such a 
way as to show either a surplus or a de- 
ficit. The power to do this is a danger- 
ous one to entrust to any man, be he 
high or low. A reform in railroad meth. 
ods and corporate accounts is an imper- 
ative need. It is a reform which has 
been urged by us for years in these cir- 


culars, and its necessity was never more 
manifest than now. 
and members of the stock exchange de- 
sire to lift their own business out of the 
slough of despond in which it has been 
mired, this is one of the powers they 


If the governors 


must employ. Not even the repeal of 
the silver law will restore the confidence 
of investors in stocks or bonds without 
the additional impetus of more accu 
rate and trustworthy information con- 
cerning the issuing corporations. This 
is no hasty or random assertion; it is 
founded upon fact, and is justified by 
abundant cases in evidence. To say 
nothing of scores of lesser illustrations, 
it is sufficient to call to mind the mis 
leading reports which immediately pre- 
ceded the bankruptcy of Philadelphia 
and Reading, Northern Pacific, Union 
Pacific, Richmond Terminal, and Na 
tional Cordage, which events are fresh 
and prominent among the disasters of 
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this trying time. Small wonder that 
money has been hoarded in stockings, 
and safe-deposit boxes, and that (the 
bank scare having passed by) the banks 
of New York hold to-day forty-eight mil- 
lion dollars surplus reserve for which not 
more than 2 per cent. can be had upon 
call. The owners of that money leave 
it in the banks because they are afraid 
to invest it, and no wonder they are 
afraid after the experiences they have 
had. 

Is there no remedy for such a con- 
dition? The process of recovery will be 
slow, but one of the means to facilitate 
such recovery isobvious. The man who 
has a block of houses or a single lot or 
farm to sell must turnish a clean ab- 
stract of title to the property, with all 
liens, claims, assessments, taxes, etc., 
etc., clearly set forth and verified by 
certificates of responsible officials and 
searchers. Theconcealment of a mate- 


rial fact is a fraud, and to guard against 
that fraud one inflexible rule of practice 
applies in such transfers, and the verifi- 
cation is an essential part of the safe- 


guard. The purchaser knows what he is 
buying or lending money up»n, and he 
knows it, not from the word of the 
owner or seller, but from the certificate 
of the professional examiner. How long 
would the real-estate exchange put its 
facilities at the service of a speculator 
who refused to conform to the estab- 
lished practice, and who would continue 
to deal with him without these require- 
ments being met? 

Why, then, in view of the ordinary 
business prudence which dictates such 
a protective measure in one prominent 
line of investment, should it be ignored 
in astill largerline? The same principle 
underlies both, and those concerns 
which violate it have only themselves to 
blame if prudent people manifest their 
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lack of confidence by refraining from 
investment in the stocks and bonds of 
such corporations. It is not claimed 
that this will prevent mistakes or mis- 
conduct in management, but it will dis- 
close actual conditions, so that credit or 
discredit may be given where it is due. 

We are advocating no new or untried 
reform. The railways of Great Britain 
have been operated and dealt in under 
close restriction as to accounts for many 
years. Under the ‘‘Companies Act,” 
mortgagees and bond creditors shall have 
access to the books, but this is a minor 
protection, for it would not, of itself, 
give the desired information even to 
the few who might exercise this right. 
The mysteries of bookkeeping could 
easily confuse personal investigators. 
But every company ‘‘shall elect audit- 
ors who shall not hold any other office 
in the company nor be in any other 
manner interested in its concerns except 
as a shareholder.” The directors ‘‘shall 
deliver to such auditors the half-yearly 
or other periodical accounts and balance 
sheet fourteen days at least before the 
meeting at which they are required to 
be produced to the shareholders” as 
subsequently provided. The directors 
‘*shall produce to the shareholders the 
balance-sheet applicable to the period 
immediately preceding the meeting, /- 
gether with the report of the auditors there- 
on.” The auditors are elected by the 
shareholders at the annual meeting; 
they are absolutely independent of dic- 
tation by officers or directors: they are 
responsible for the accuracy of periodical 
reports submitted; they are to have ac- 
cess to the books at all times. In this 
way, and this way only, can assurance 
be had that the true condition of a con- 
cern is disclosed. 

The New York stock exchange makes 
its own rules and regulations as to the 
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condition of admitting securities to its 
lists. It can add to or amend these reg- 
ulations. It is the duty of the stock ex- 
change to make this requirement of 
audited accounts an invariable rule for 
those who would enjoy its facilities. 
Speculative concerns would object, and 
would, possibly, threaten to withdraw. 
It would be an idle threat. The facili- 
ties of the board are too valuable to be 
thrown away. 


It will be remembered 
that in view of certain precipitous issues 
of stock on the part of one of the most 
famous railway companies, some years 
ago, the exchange adopted a rule that 
sixty days’ notice must be given of any 


increase of stocks or bonds. The com- 
pany in question gave notice that it 
would withdraw from the lists rather 
than conform to the regulation, but it 
was very soon glad to come back and 
beg for readmission. 

It may be said that every railway cor- 
poration already 


, 


has an ‘‘ auditor.’ 
That is true; there is achief accountant 
who holds that title, but he is appointed 
by the board or the officers to summar- 
ize and supervise the figures and state- 
ments made in detail by subordinate 
He 


clerks, station agents, etc. is not 
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an auditor in the English sense or the 
sense we are considering. He is not an 
outside, independent, professional pub- 
lic accountant, who is absolutely with- 
out bias or interest in the results which 
he finds or should find. His work and 
his certificate do not meet the con- 
ditions of establishing confidence. He 
would not venture to disclose damaging 
facts to the public, and cold, solid facts 
are what the public are wanting and are 
entitled to have. There are a very few 
corporations which adhere tothe straight- 
forward English method. The New York, 
Ontario ard Western deserves favorable 
mention in this connection, inasmuch as 
during all the period covered by the 
present management the accounts have 
been continuously audited by an emin- 
ent firm of public accountants who are 
elected auditors by the stockholders at 
the annual meeting, and whose certifi- 
attached to 
gives assurance that these reports tell 
the truth. The the 
corporations adopt this practice, and 


cate, the annual reports, 


sooner various 
the sooner the stock exchange insists 
upon it, the sooner will there bea re- 
vival of old time activity in the securi- 
ties market 


CERTIFICATES. 


Continuation of the series of letters and articles published in the last Journal upon the subject of Accountants’ 
Certificates as a Basis ot Investment. 


RIGHTS OF THE INVESTING PUBLIC, 


An unpublished letter to the “Evening Post’ 1n an- 
swer to communication of James 1. Anyon, and Post 
editorial, appearing in last Journal at page 465—7. 


To THE EpITOR OF THE EVENING Post: 

DEAR Sir:—I have read with interest Mr. Jas. 
T. Anyon’s communication of November 27th; 
also your editorial remarks. Asan accountant, 


Mr. Anyon wishes it to be distinctly borne in 
mind ‘“‘that the professional accountant is the 
servant of the public, and just what the public 
wants, so will he be willing to give.” 

I am glad that he has given public utterance 
to his sentiments as to the duties of professional 
accountants, although I am much surprised at 
the very low standard to which he relegates the 
position of professional accountants, who should 
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possess sterling integrity, and due regard to 
their professional obligations. 

Mr. Anyon proceeds to state many poiats of 
knowledge which the accountant is able togive, 
if the public so demand. 

The public may, I think, be said to constitute 
two classes—the outside public who wish to 
make investments, and the inside public, in 
most cases, the firm that proposes to establish 
itself as a stock company. 

In so doing itis the inside public who em- 
ploys and pays the accountant for his services 
in making an examination of their books and 
for making up his report. 

I hold that when the outside public are in- 
vited, with the aid of the accountants’ report, to 
purchase stock or bonds of the company pro- 
posed to be formed, the outside public is en- 
titled in equity, to all the knowledge possessed 
by the firm as to its condition, the nature and 
amount of all its assets, all which assets should 
be valid and clearly shown, more especially the 


negotiable assets, that practically form the work- . 


ing capital of the company proposed to be 
formed, I hold that concealment is prima facie 
evidence of fraud. 

Mr. Anyon states: ‘‘lt goes without saying 
that the Thurber-Whyland Company, to which 
you refer in your article, would be a successful 
company to-day, had the assets acquired at the 
time of transfer been fairly valued and taken 
over free from any liability and indebtedness. 
This would undoubtedly have furnished suffi- 
cient working capital; and the accountant’s 
certificate stating this fact would, in my opin- 
ion, have saved the great loss which investors 
in this unfortunate company have since experi- 
enced.” 

I consider this a forcible exhibit of the right, 
in equity, of the investors to have had a proper 
knowledge of the affairs of the Thurber-Why- 
land firm and company. I further hold that it 
should be made penal, in all civilized countries, 
for any accountant to draw up, or assist in 
drawing up, any prospectus in which the infor- 
mation that investors, or men contemplating in- 
vestment, are equitably entitled to, is withheld. 

Now, as to the question of an accountant’s 
presentation of good, bad, and doubtful debts, 
if a thorough accountant is not able to give a 
very close approximate value of such debts, I 
am ata loss to know whatexpert in agrocery, or 
any other business is. You might say that the 
credit clerk is, but he is likely to be prepos- 
sessed or prejudiced in his personal feelings to- 
wards the debtors. Experienced accountants 
pick up points from every business, that gives 
them an acumen that other men necessarily 
lack. 

In all accounts receivable, as we technically 
call accounts due the firm, each account carries 
an individual ‘idiosyncrasy, that does much to 
establish its proper value. 

If a customer for months has uniformly paid 
his bills, promptly, his account may fairly be 
considered as good. If a customer's indebted- 
ness is increasing month after month, through 
excess of purchases over remittances his account 
(unless he has given some kind of guarantee) 
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may justly be considered as doubtful, and a re- 
serve should be properly taken from the profits 
to provide for probable loss. 

If a customer has given notes for his account, 
and those notes have had to be taken up by the 
firm, or his account has laid dormant, it would 
be well to consider such an account as worth- 
less, and charge it off as a total loss, and trans- 
fer the account to the doubtful debts ledger, to 
be recovered in whole, or part, if possible, by 
the partner or clerk to whom is assigned that 
duty. 

In taking an inventory of book accounts, it is 
proper to also mark off an adequate percentage 
to provide for possible, or probable losses. 

As profits are really only made when realized 
in cash, no balance sheet that can be made, ina 
credit business, can give more than a closely 
proximate statement of the cash value of the 
book debts of any firm. 

Merchandise, materials, real estate, plant, 
etc., are necessarily subject to change in value, 
that should as far as possible be provided for. 

In a manufacturing business the value of 
plant depends much on the profits made,—in a 
prosperous business the plant may fairly sus- 
tain its value,—in a losing business it might 
not be worth 25 per cent of its book value. Too 
often book debts are kept on the books as good, 
and counted as assets when they are doubtful 
or bad. If such is the custom with grocery 
houses generally, I can readily understand Mr. 
Cannon’s valuation of 40 per cent. In such a 
condition of keeping books, it might be fair if a 
grocery firm has, say, $400,000 of book debts, 
to turn them over to the company, at Mr. Can- 
non’s estimate of 40 per cent, viz: $160,000. 

With regard to the Allsop brewery, if the ac- 
countants did not state the number of barrels 
of beer sold, because it might prove an unwel- 
come factor, Icannot regard them as honest, if 
they did not ascertain so important a fact, I do 
not regard them as capable. 

Wo. H. Veysey, of Veysey & Veysey, 
Professional Accountants. 
New York, December ist, 1893. 


THE EVOLUTION OF THE PROSPECTUS, 


From the “Evening Post,’’ December and. 


The subject of accountants’ certificates treated 
in these columns and discussed by correspond- 
ents leads naturally to the broader question of 
the prospectus. When the shares or bonds of 
any enterprise are offered to the public, it is 
customary to explain the nature of the business 
in a circular, which also states the grounds for 
the expected success and profits. As one nat- 
urally thinks well of the project which he is ex- 
ploiting, we expect these prospectuses to take a 
rosy view of the enterprise. In London, the 
centre of ‘‘wild-cat’as well as of safe promoting, 
so many schemes were offered for subscription 
that the framing of such circulars became a fine 
art. In many cases important details were pur- 
posely omitted, while in others downright false- 
hoods were told. Matters were complicated by 
the fact that membership on boards of directors 
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became professional. Men of title and members 
of parliament were induced, for valuable con- 
sideration, to lend their names as trustees or di- 
rectors to enterprises of which often they knew 
and cared little. 

So many losses were incurred by investors in 
unsound concerns under these conditions that 
there came a demand for reform. A bill was 
proposed which was intended to compel publi- 
cation of the whole truth about new enterprises, 
under severe penalties. In its original form 
this did not become a law, though an act was 
passed making the printing of falsehoods in 
prospectuses punishable. Thus far at least the 
law can properly go. Those whose names are 
signed to circulars should be held responsible 
for any false statements contained therein. But 
this by no means solved the difficulty. In the 
great majority of cases it was not what the 
prospectus said, but what it failed to say, that 
changed the character of the investment. The 
suppression of important facts, and the state- 
ment of other facts in a way which might de- 
ceive the careless, are the defects of the circular 
system of offering bonds and stocks for public 
subscription. Yet it is a difficulty very hard to 
reach by legislation. Ina bargain to buy and 
sell anything, the seller is not bound to expose 
all the faults of his property. If no false state- 
ments are made and no warrant given, the law 
merely declares ‘‘let the buyer beware.” For 
this reason the English law regarding the pros- 
pectus holds the signers responsible only for 
what they say; nor is it easy to see what other 
course could be followed. It is no part of legis- 
lation to keep a capitalist from making a foolish 
investment if he will. 

Hence the futility of such suggestions as 
those made by a correspondent that a promoter 
should be compelled by law to furnish certain 
items of accounts, which might be valueless in 
certain cases, If the good name of the pro- 
moter or seller is not considered worth saving 
by the making of clear and full statements, the 
sagacity of the subscriber must be sharp enough 
for a declension of the request until more is 
known about the plan and the grounds upon 
which it rests. Asa matter of fact, however, 
the shufflings of the prospectus-maker are work- 
ing theirowncure. It is every day becoming 
more necessary to business success in financial 
dealings that good faith should be kept with in- 
vestors. A house which offered to its customers 
the bonds or stocks of projects which will not 
bear investigation, or whose prospects are 
founded on poor business reasoning, would not 
long have followers. Something of course must 
be allowed for the errors of human judgment; 
no financing house could guarantee all its enter- 
prises; but it soon becomes known whether a 
promoting firm is a safe one to deal with. The 
ethics of the prospectus are therefore becoming 
more sharply defined. It is an offense against 
the confidence of the customer to palm offa poor 
bond or stock upon him, even though the law 
against false statements be not violated. 

It is also true that the investing public is it- 
self growing wiser. The knowledge of thetrue 
principles of business success is more widely 
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spread among those who havea little money 
than it used to be, so that it is not now so easy 
to find gudgeons, though that species of fish is 
yet too plenty. The true remedy for the false 
or misleading prospectus is thus seen to lie in 
the working of these two forces. The evolution 
of corporation financing tends to confine the 
business of examining new enterprises and of 
bringing them out for public subscription to a 
limited number of houses of wealth, business 
acumen, and probity, upon whose word the in- 
vestor can rely. A firm or individual whose 
prospectus is shown by events to be deceptive 
in any of its statements, or does not conform to 
well-known business principles, will lose caste 
in the community; and a good name is worth 
keeping for its money value, if nothing else. In 
this evolution we shall slowly purge the pros- 
pectus of the mischief which it has too often 
contained, without the aid of statute law whose 
helpfulness would be at the best doubtful. 


LEGAL REQUIREMENT FOR ACCOUNTANTS, 


Editor Banking Law Journal: 
No. 63 Wall Street, New York. 


S1r:—I handed you on the 11th inst. my reply 
of December ist to the letter of Mr. Jas. T. 
Anyon of November 27th, published in the 
‘‘Evening Post” of November 28th, replying in 
same also to the editorial remarks of that date, 
which impugned the ability of accountants to 
place a value on book debts of a grocery busi- 
ness. 

This reply was not accepted by the ‘‘Evening 
Post,” on the ground of want of space, and that 
the subject (Accountants’ Certificates) was ex- 
hausted. 

On December 2d the ‘‘Evening Post” had an 
editorial on ‘‘The Evolution of the Prospectus,” 
holding that ‘‘In a bargain to buy and sell any- 
thing, the seller is not bound to expose all the 
faults of his property” and proceeding ‘‘Hence 
the futility of such suggestions as those made 
by a correspondent that a promoter should be 
compelled by law to furnishcertain items of ac- 
counts, which might be valueless in certain 
cases.” 

I was the only correspondent who suggested 
that it should be made illegal for an accountant 
not to give proper information for investors, 
when stocks or bonds were offered for sale. I 
suggested its being made illegal as to account- 
ants only, not as to venders, nor promoters, be- 
cause I wished to see the highest possible stan- 
dard of honor taken by public accountants in 
the exercise of their obligations. Please pub- 
lish this with my reply of December Ist. 


Wo, H. Veysey, of Veysey & Veysey, 
Professional Accountants. 
New York, December 14th, 1893. 





COMPTROLLER’S REPORT. 


REPORT OF THE COMPTROLLER OF THE CURRENCY. 


* SUMMARY OF ITS PRINCIPAL FEATURES. 


As the printed report of the comptroller of the 
currency is available, in full, to all bankers, it 
becomes unnecessary to do more in these pages 
than make a running summary of its principal 
features. 

The report covers the year which ended Octo- 
ber 31, 1893, and is the thirty-first report made 
since the organization of the bureau. 

The records of the bureau show that at the 
close of the year the total number of national 
banks in active operation was 3,796, with an au- 
thorized capital stock of $695,558,120, represent- 
ed by 7,450,000 shares, held by 300,000 share- 
holders. 

A comparison with the preceding year shows 
the following changes: 

The number of banks organized decreased 44, 
receiverships increased 48, voluntary liquida- 
tions decreased 7, corporate extensions decreas- 
ed 47, and expirations of corporate existence 
decreased 7. The total gain in the number of 
active banks was 8, and the increase of capital 
stock $1,689,455. 

A comparison of the figures in the tables of 
condition of 1893 with those of 1892 indicates to 
what extent and in what respect the national 
banking interests of the country suffered from 
the severe and unusual monetary stringency 
which characterized the greater portion of the 
past year. Comparing their aggregate re- 
sources or liabilities on October 3, 1893, with 
those of September 30, 1892, it is found they 
were $400,531,613 less, being but $3,109,563,284 
on the former date as against $3,510,094,897 on 
the latter, the highest point ever reached in the 
history of the national-bank system. This un- 
paralleled shrinkage in liabilities is accounted 
for by a decrease between the dates mentioned 
in the following items, viz.: Capital stock $8,- 
032,677, individual deposits $314,298,653, and 
bank and bankers’ deposits $181,338,125. An 
increase is shown in circulation outstanding to 
the gross amount of $40,775,165, in liabilities of 
all kinds for money borrowed $54,464,628, and 
in surplus and undivided profits $9,701,265. 

Not less marked is the decrease in the items 
making up the resources of the banks. It shows 
as follows: Loans and discounts, $327,406,926; 
stocks, securities, etc., $5,965,564, and due from 
banks and bankers, $132,054,654. Cash of all 
kinds on hand increased $30,968,606, including 
$8,410,815 in gold, and United States bonds held 
for all purposes increased $40,601,250. These 
figures illustrate the far-reaching effect of the 
year’s financial depression and show that when 
panic-stricken depositors withdrew their money 
the banks of necessity, to meet the sudden and 
extraordinary demands made upon them, called 


in their loans and discounts, supplementing 
such amounts by borrowed money and the addi- 
tional circulation which they were able to pro- 
cure from the government through a deposit of 
bonds as security therefor. 

A closer examination of the figures contained 
in the reports of condition made to the comp- 
troller shows this shrinkage to have occurred 
chiefly between May 4 and October 3, 1893. 
Within this period of five months $298,806,487 
of individual deposits and $79,313,076 of bank 
deposits, a total sum of $378,119,563 was with- 
drawn from the banks. Tomeetthis withdrawal 
loans and discounts were reduced to theamount 
of $314,767,691; amounts due from banks and 
bankers, $51,298,856. and stocks, securities, 
etc., $2,177,912, and to provide against further 
danger of withdrawals of deposits, which 
strongly menaced them, the banks between the 
same dates increased their liabilities for money 
borrowed in various ways $36,615,092, and 
through the taking out of additional circulation 
$31,265,616, of which amount $27,788,905 was 
taken out between July 12 and October 3, 1893. 

The cash resources of the banks, which on 
May 4, 1893, amounted to $343,901,803, were 
$32,559,267 less on July 12, but between that 
date and October 3 increased $68,497,515, 
amounting at the last-named date to $378,840,- 
056, the largest sum ever held by them. This 
was accumulated in the face of continued heavy 
withdrawals of deposits and is the most prac- 
tical demonstration that could be had of the 
solvency of the banks asa whole and their abil- 
ity in an emergency to rapidly convert their as- 
sets into cash. 

The report gives a summary of the resources, 
liabilities and condition of banks other than na- 
tional in states from which such information is 
obtainable; enters into detail of the suspension 
of national banks, and banks other than na 
tional; and alludes to the issue of clearing house 
loan certificates in various cities as an important 
part of the year’s banking history. 

The comptroller devotes a considerable por- . 
tion of his report to a discussion of the subject 
of bank reserves, and the administration of the 
law in cases of depleted reserves, by reason of 
stringency. 

The following amendments to the law as it 
now stands are recommended to be made: 

(1) That every association may issue circulat- 
ing notes equal to the par value of the bonds de- 
posited. 

(2) That the semi-annual duty on circulation 
should be so reduced as to equal one-fourth of 1 
per cent per annum. 

(3) That the comptroller of the currency, with 
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the approval of the secretary of the treasury, be 
empowered to remove officers and directors of a 
bank for violations of law, first giving such offi- 
cers and directors an opportunity to be heard, 
leaving the vacancy so created to be filled in the 
usual way. 

(4) That no executive officer of a bank or em- 
ployee thereof be permitted to borrow funds of 
such bank in any manner, except upon applica- 
tion to and approval by the board of direction. 

This amendment is recommended with the 
knowledge that the house of representatives, at 
the late special session of congress, passed a 
bill (H. R. 2344), entitled ‘‘An act for the better 
control of and to promote the safety of national 
banks,” which bears upon the same subject- 
matter, but differs in that it embraces in its pro- 
visions all directors of a bank, instead of con- 
fining them to the executive officers and em- 
ployees only. 

(5) That the assistant cashier, in the absence 
or inability of the cashier of a national bank to 
act, be authorized and empowered to sign the 
circulating notes of such bank. 

(6) That the law be amended ‘by appropriate 
legislation so as to empower some class of pub- 
lic officers to administer the general oaths re- 
quired by the provisions of the Nat'l Bank Act. 

(7) That bank examiners be required to take 
an oath ot office before entering upon the dis- 


NATIONAL BANK 


WHY 


The issue of national bank notes of large de- 
nominations is deprecated by Treasurer Morgan 
in his annual report, on the ground that they 
are inless demand than small ones. The Eng- 
lish banking law limits Bank of England notes 
to those not smaller than £5, and the money of 
retail trade consists of gold and silver coin. It 
appears, however, from the investigations of 
the treasury department that national bank 
notes are preferred for retail trade in this coun- 
try, because the legal tender United States 
notes are held for bank reserves. Mr. Morgan 
says upon this subject, in his report: 

“It has been the unbroken experience of the 
treasury that national bank notes of denomina- 
tions larger than $20 are less satisfactory to the 
public than those of smaller, and consequently 
are presented more freely for redemption. The 
reason for this is plain, and is to be found in the 
character itself of this class of notes as money. 
Lacking the legal tender quality, and unavail- 
able for bank reserves, to say nothing of other 
disqualifications, the national bank note is pecu- 
liarly the money for the people and for use in 
being passed from hand to hand in small tran- 
sactions. When such a note is of a value un- 


THOSE OF LARGE DENOMINATION WILL 
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charge of their duties, and to give bond with 
proper conditions in such amountand with such 
sureties as the comptroller of the currency may 
require. 

(8) That the comptroller of the currency, with 
the approval of the secretary of the treasury, be 
empowered to appoint two general examiners 
of conspicuous ability and experience to be paid 
out of the reimbursable funds, whose duty it 
shall be to visit, assist, and supervise the vari- 
ous examiners in their several districts, in order 
to secure uniformity in method and greater effi- 
ciency in work. 

(9) That the law be so amended as to provide 
that the compensation of all bank examiners be 
fixed by the comptroller of the currency, with 
the approval of the secretary of the treasury. 

The comptroller counsels thorough considera- 
tion before any new currency legislation is 
adopted, and says: 

‘‘In the meantime it is respectfully suggested 
that congress, either through a monetary com- 
mission created for such purpose or through 
the appropriate committees, obtain detailed in- 
formation of the various systems of banks of 
issue now in operation, and also such informa- 
tion as is to be ascertained from skilled students 
of finance and practical financiers, that it may 
be able to formulate a system complete and har- 
monious.” 


NOTES. 


NOT STAY IN CIRCULATION, 


suitable for these purposes it soon finds its way 
into a local bank, where it displaces legal ten- 
der, and where it is doubly undesirable. It is 
then sent to the city bank and by the city bank 
to the treasury for redemption, only to be re- 
turned to the bank of issue and to repeat its 
journey. Instances have occurred where nearly 
an entire new issue of notes of the denomina- 
tions of $50 and $:00 has been redeemed 
within a few weeks of their delivery to the 
bank. 

‘It has happened very often that bank officers 
not attending to these considerations, and an- 
xious perhaps to save themselves labor in sign- 
ing their names, have issued the larger denom- 
inations only to be annoyed by the excessive 
demands for redemption with the consequent 
cost, and to be obliged finally to incur the ex- 
pense of the preparation of another issue. There 
are differences in different localities, of course, 
but they are only indegree. Perhaps there is 
no bank in the whole list with the larger denom- 
inations outstanding that is not annually at a 
greater cost for the expenses of redemption than 
it would be with its circulation in denomina- 
tions of $5 or $10.” 





OBITUARY. 


JOHN J. KIERNAN. 


OBITUARY. 


Ex-State Senator John J. Kiernan died unex- 
pectedly on November 29th, at his home, 56 
First Place, Brooklyn. He had been ill with 
pneumonia for less than a week. Heart disease, 
superinduced by pneumonia, was the cause of 
his death. Mr. Kiernan was born in Brooklyn 
on February 1, 1845. In1857 he became a mes- 
senger boy for the Magnetic Telegraph Com- 
pany. This company delivered letters and par- 
cels in the same manner as the present messen- 
ger companies do, but it also sold s'amps to 
subscribers, just as the government now sells 
stamps. By putting these on letters or parcels, 
and depositing them in the office of the company, 
delivery was insured. Afterward he served an 
apprenticeship in the service of the Western 
Union Telegraph Company, where he did a 
great deal of the Associated Press work, and 
thus became aware of the importance of finan- 
cial news. When the government extended its 


postal system, private companies were enjoined 
from using stamps, and then Kiernan started a 


news agency, which afterward brought him 
wealth and reputation. He arranged to have 
correspondents at various important places in 
this country and abroad, and distributed infor- 
mation regarding finance and trade to a number 
of subscribers in and about Wall street as soon 
as he received it. At first the subscribers were 
few, but as business men came to understand 
the importance of such news, they became sub- 
scribers, and after a while all Wal! street was on 
his list. Little by little he enlarged his field of 
action, and afterward introduced the ticker, 
supplying finally not only financial news but 
also general news. He was the pioneer of the 
Wall street news agents and his system is now 
in use throughout the country. 

Mr. Kiernan was one of those men who ap- 
pear to succeed without effort, who are always 
about when fun is going on, who are always 
ready toenter into any jollity, and yet do not 
suffer in their business. He was liked and as- 
sisted by Commodore Vanderbilt, and all the 
other Vanderbilts from William H down to the 
youngest representative of the name were always 


glad to see him. Similar regard was shown for 
him by Jay Gould, J. Pierpont Morgan, Russell 
Sage, Addison Cammack, and others of equal 
note. To all of these, and to all the prominent 
brokers and bankers of Wall Street, he was 
known only as “* John,” whenever they met, 

Mr. Kiernan served two terms in the Senate 
as representative of the second senatorial district 
in Brooklyn. 

While in the legislature Mr. Kiernan secured 
the passage of a bill repealing the usury law; 
another, giving compensation to the property 
owners of Brooklyn for damages along the 
routes of proposed elevated roads; and another, 
giving increased ferriage accommodation at 
Pier 1, East River. He introduced a Dill for re 
ducing pilot fees at the port of New York. This 
passed the Senate, but was killed in the As- 
sembly. 

Senator Kiernan was a devout Roman Catholic 
and was always a liberal contributor to the 
church. When his first wife died in 1881 she 
left him with four children. His sister-in-law 
had been living in the family for some years. 
After waiting several years, he secured a special 
dispensation from the Pope and married her. 
Within a few years Mr, Kiernan retired from 
active participation in the news agency which 
bears his name, his son Frank taking his place. 
He also retired from the advertising firm of 
Frank, Kiernan & Co. This firm had a monopoly 
of all the railroad and financial advertising of 
Wall street for a long time, and his interest in 
it paid him very large returns. Mr. Kiernan 
was only about five feet tall and quite stout. His 
florid face was always radiant with a sunny 
smile, and he was always clad in the height of 
fashion, Only two weeks ago he went to Wash- 
ington to see President Cleveland. It was then 
reported that he was looking for the appoint- 
ment to succeed Theodore B. Willis as naval 
officer at this port. He had become known as 
an anti-snapper, was chairman of the Saratoga 
Convention, and was one of those who went to 
Chicagoto urge Mr. Cleveland’s nomination. 
His death is universally regretted. 





INQUIRIES AND CORRESPONDENCE. 


INQUIRIES AND CORRESPONDENCE. 


puis department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and ex 


t prompt and careful consideration thereof, without charge. The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Garnishment of Assignee. 


Racine, Wis., December 5, 1893 


Editor Banking Law Journal: 


The bond of an assignee for the benefit of 
creditors, was not indorsed as approved by the 
court commissioner. Does this render the as- 
signment void, and can a judgment creditor 
garnish the property in the hands of the as- 
signee? 

D. 


Yes. See Shakman v. Schlueter, 77 
Wis. 402; also Baumbach Co. v. Singer, 
Sup. Ct."Wis. November 7, 1893. 


Limitation of Bank’s Liability by Clause 
in Deposit Ticket. 


THE RusseELL STATE BANK, l 
RusseELL, Kas., Nov. 24, 1893. § 


Editor Banking Law Fournat. 


We have from time to time changed the print- 
ed matter on our deposit tickets and pass books, 
with a view of avoiding the snares in handling 
out of town items, as exposed by the several 
cases reported in the Journal. While we print 
the limitations on both pass books and deposit 
tickets, we prefer the latter inasmuch as deposit 
tickets are signed by depositors and the matter 
is brought to their attention in the case of each 
and every deposit. 

The underscored words on sample deposit 
ticket enclosed, just received from the printer, 
are in addition to the form just preceding, and 
were added to guard against the circuitous de- 
cision referred to in your Chicago address. 

We send you the ticket thinking, perhaps, 
you can weave something from it of interest to 
the fraternity. Yours truly, 


J. M. BrRuNDAGE, 
President. 


[FORM OF DEPOSIT TICKET ENCLOSED. ] 
DEPOSITED WITH 
THE RUSSELL STATE BANK, 


I Ss ccedatueedeaneaee 189 


Hall & O’Donald, Topeka. 38115. 

All drafts, checks, or other items received on depo- 
sit, or for collection, are subject to payment, and in 
handling the same The Russell State Bank acts only 
as customer’s agent, and beyond carefulness in select- 
ing agents at other points and in forwarding to them, 
tn its usual course of business, assumes no responsibil- 
ity until payment is made and proceeds received. 





Dollars. Cents 


Silver, 


Checks as follows: 





Please endorse all checks or drafts, and list each one 
separately. 


The foregoing communication and 
form of deposit slip will be of interest, 
and undoubtedly convey a valuable sug- 
gestion, to many readers, The reasons 
given why limited liability clauses in- 
serted in deposit slips are preferable, 
even, to pass-book clauses, should be 
heeded. We think the added 


authorizing the bank to forward collec- 


words 


tion items im its usual course of business 
are sufficient to relieve it from respon- 
sibility, in case payment is lost by rea- 
son of transmission by circuitous routes, 
whenever the exigencies of business re 
quire such a course of transit. 
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CURRENT NEWS AND TOPICS, 


The Torrey Bankruptcy bill was defeated in 
the House on December 8th. A new bank- 
ruptcy bill,drawn up by Representative Bailey has 
been introduced, providing only for voluntary 
bankruptcy—omitting the involuntary bank- 
ruptcy feature of the previous bill. 


* * * 


The sub-committee of the House Committee 
on Banking and Currency have agreed to re- 
“port favorably the bill allowing national banks 
to issue circulating notes to the full amount of 
bonds deposited to secure circulation. This is 
one of the amendments advocated by Comp- 
troller Eckels in his recent report. 


* * * 


Governor Flower, of New York, has made 
public his opinion in the matter of the charges 
preferred by a committee of depositors of the 
Commercial Bank of Brooklyn, against Charles 
M. Preston, superintendent of banks. He finds 
that the charges fail entirely to show any neg- 
lect of duty on the part of the superintendent, 
and they are therefore dismissed. 


* * * 
ANOTHER PRESIDENT BAKER 


THE MANHATTAN BANKING COMPANY PROMOTES A 
FAITHFUL OFFICER. 

Another President Baker has just been added 
to the iist of bank presidents, so that now, in 
addition to President George F. Baker, of the 
First National, there is President Stephen Baker, 
of the Manhattan Banking Company. Since 
the retirement of DeWitt C. Hays from the 
presidency of this old banking concern, John X 
Kennedy has been acting, but at the last meet 
ing of the directors Mr. Baker was elevated 
from the vice-presidency to the leading place. 
He became vice-president in 1891, coming from 
the firm of John S. Kennedy, though he had 
three years’ experience in the American Ex- 
change National Bank before that. He is 
widely known and well liked and is a member 
of the Union League club uptown and of the 
downtown association as well. His position as 
vice-president was filled by the election of Henry 
K. McHarg, an arbitrage broker at No. 4o Wall 
street, a Governor of the Stock Exchange and a 
Wabash Railroad director. 


* * * 


THE JARVIS-CONKLIN REORGANIZA- 
TION. 
Jarvis-Conklin Mortgage Trust Company plan 
of reorganization provides for a reduction in 


capital from $3,750,000 to $2,500,000. All bonds, 
mortgages and certificates of deposit held by 
creditors to be exchanged for debenture certifi- 
cates, beering 4 per cent. interest from October, 
1893, with provision that the interest will be in- 
creased to not to exceed 6 per cent. by a divi- 
sion of earnings between the stockholders and 
debenture bondholders, after both classes of se- 
curitists have been paid 4 per cent. The total 
liabilities, including capital stock, amount to 
$11,533,042. Assets $11,591,006, surplus $57,- 
964. With the capital reduced, the company 
will start with a surplus of $1,307,000. 


* * * 


ERASTUS WIMAN’S NEW BOOK, 
**CHANCES OF SUCCESS.” 


The undaunted and indomitable Wiman is on 
all the stands with a new book, *’Chances of 
Success,” that breathes his own buoyant spirit, 
and, in blazing the way toothers, unconsciously 
discloses those qualities which made himself a 
leader of men. 

No man is fully tried except in the fires of de- 
feat. To this searching test Erastus Wiman 
has been subjected in the full glare of publicity 
for nearly a year. The verdict of his country- 
men is already urgent for utterance: ‘‘Success 
became you well; disaster but adds to the es- 
teem with which your fellowmen behold you.” 

The book belongs to the series of which Car- 
negie’s ‘‘Triumphant Democracy” was an early 
installment, but differs from it in an increased 
breadth of the commercial view as distinguish- 
ed from the mere political aspect, and shows 
also a much fuller knowledge of the many hid- 
den springs and intricacies of trade machinery, 
incident to the author's especial experience in 
the details of business affairs. 

The declaration is made, that upon the condi- 
tion of the farmer is based the future of the 
youth of this country and its ‘‘chance of suc- 
cess,” and that the full realization ot this fact is 
essential for all who look deep down into the 
conditions that make for prosperity. 

Tables are given showing the American far- 
mer to day receives an average of but $40.75 
gross per acre from his land, against $78.21 
twenty-three years ago, and this by no means 
tells the whole story of his loss. Asa conse- 
quence, the power of the farmer to pay and to 
purchase is less this year by 1,500 million dol- 
lars than in 1866 and 1870. 

Mr, Wiman ascribes the cause of this great 
loss to the operation of a protective tariff. 

The pages are replete with personal sketches, 
experiences and reminiscences, and altogether 
it is one of the most readable books of the sea- 
son. At any book store or the American News 
Company. 
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THE GERMAN-AMERICAN REAL ESTATE 
TITLE GUARANTEE CO, 


Mr. George W. Quintard has been unani- 
mously elected president of the German-Amer- 
ican Real Estate Title Guarantee Company, 
Nos. 36-38 Nassau street, to take the place of 
Mr. A. L. Soulard who resigned, owing to his 
unfortunate relations with the Madison Square 
Bank. 

In accepting Mr. Soulard’s resignation com- 
plimentary resolutions of sympathy and regret 
were unanimously passed by the board of di- 
rectors of the company, and which also ex- 
pressed for him full confidence, and cordial 
wishes for his future success and happiness. 

Mr. Quintard carries to the presidency of the 
company a ripe experience in financial matters, 
and will continue to give it a vigorous and 
prosperous administration. 


*x* * * 
FRANK SEAMAN ADVERTISING AGENCY. 


Mr. Frank Seaman, advertising agent, New 
York, makes an important announcement in 
reference to the development and extension of 
his well-known agency, which will be found in 
the advertising columns of our present issue, 
immediately opposite the index. The agency, 
which has been established for several years, 
has hitherto been carried on at 874 and 1227 
Broadway, New York (Allen Advertising 
Agency), as well as at 79 Dearborn st., Chicago. 
To meet the requirements of numerous cus- 
tomers, especially in banking and _ finacnial 
circles, an office has now been established at 33 
Wall street, New York (Mechanics’ National 
Bank Building), under the management of Mr. 
Marsden Fields, whose life long training, ma- 
tured experience and special aptitude for the 
work ensures the highest service for clients. 
Mr. Seaman’s high integrity, thorough respon- 
sibility and successful record as an advertising 
guide is appreciated by an extensive list of 
patrons by whom he is entrusted with the ex- 
penditure of at least one million dollars yearly 
in advertising. To place the offerings, wants 
and announcements of clients distributing such 
a vast sum, before the people to the best ad- 
vantage, calls for technical skill of the highest 
order, as well as special knowledge of the most 
varied and elaborate extent. A perusal of the 
list of some of the firms and corporations whose 
advertising is placed by Mr. Seaman without 
his ever losing the confidence and patronage of 
a single customer conclusively establishes Mr. 
Seaman’s successful efforts, and amply justifies 
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his forcible and unique assertion which may 
possibly develop into a trade mark if not a 
proverb, ‘‘my clients spend a million a year in 
advertising; my clients make several millions a 
year through their advertising.” 


Any reader that does not bind, or care to pre- 
serve, the November 15, 1893, number of this 
Journal, will confer a great favor, by remailing 
it to this office. Owing to a miscalculation, our 
file of this particular number is very low. 


zs * * 


The friends of Mayor David A. Boody will be 
pleased to learn that he has purchased a seat in 
the New York Stock Exchange. The price 
is said to have been $19,750. Mr. Boody is a 
member of the well-known brokerage firm of 
Boody, McLellan & Co.,of No. §7 Broadway,oppo- 
site Exchange place. During his term as Mayor 
of Brooklyn Mr. Boody did not sever his con- 
nection with the firm, and his present action is 
regarded as an indication that he intends to re- 
sume active business. 


zs *« * 


BUSINESS NOTICES. 


IMPROVED BANK LEDGER. 


‘Attention is invited to the card of the William 
Mann Company, printed in this issue, advertis- 
ing an Improved Bank Ledger for Active and 
Inactive accounts, for use in the new and im- 
proved (Rockaway) system of bank bookkeeping 
recently perfected and copyrighted by Mr. 
Samuel R. Smith, president of the Far Rockaway 
Bank, Far Rockaway, New York. All bankers 
interested in an improved method should write 
the William Mann Company for a descriptive 
circular and full particulars. Mr Smith de- 
scribes the system in a general way, in an ar- 
ticle in the present Journal, in the Department 
for Bank Assistants. 

The William Mann Company are well known 
bank and railroad stationers, and have a repu- 
tation for satisfactory work at reasonable prices. 


Messrs. Ruland & Tucker, bank stationers of 22-26 
Reade street, New York, are sending to bankers and 
brokers samples of their celebrated Imperial writing 
pens. Send for samples and price list at the sugges- 
tion of the BANKING LAW JOURNAL. 


OBITUARY. 


C. R. Horne, cashier of Lynnville Bank and Trust 
Com y, died December 10, 1893, of lung trouble. 
Mr. Horne was a young and popular banker, and 
leaves a clean record, and many warm friends. 
Though a loss to his friends his gain is more, as he will 
appear before the Great Judge with a clean sheet in 
his hands and full assurance of eternal life. 








